« NEW TESTS MARKET MUST MEET * 


AGALINE 
ALLSTREET 


(77497 hae sn Oe ee. ee Oe ee 8 | 
H1, 1958 85 CENTS 



























GROSS NATIONAL PRODUCT THE STRENGTH OF THE WEST 
IS NOT A TRUE GUIDE IN THE MIDDLE EAST 
OM isi -m-)8)) 1,13) mel ti tele) 4 — Nasser Does Not Hold 
All The Trumps 
$ G Special Sendai Features | 
LABOR BOSSES ATTEMPTIN _ 
heme ad 7.\, |, |y4-mlelt) Misee), le) hs | - 


PAPER INDUSTRY UNDER ADJUSTMENT ; 


| * 
-WHAT’S AHEAD FOR THE 
FOOD PROCESSORS AND MERCHANDISERS 






* 
COMPANIES WITH A STAKE 
IN ZIP FUELS 






a 
PERISH fox Seek 


oe ‘aey at. 






















Shown at right, the 76-pound electroformed copper mold in which the beautifully detailed, 28” vinyl plastiso! hobby horses are cast. Mold is made by Plated Moulds, Inc., Yonkers, N. Y 
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“Plus-4”® Copper Anodes—outgrowth of a revolutionary metallurgical ] 
development by Anaconda—have opened up exciting new horizons in The 

the mass production of intricately shaped precision parts. " 

In “Plus-4” Anodes, copper is alloyed with controlled percentages of A NV -Xote] Tey +\ 

phosphorus and other elements. The result is faster, more uniform Company 

acid-copper plating (and at substantial savings) than is possible with 

anodes of pure copper—which were long accepted as the ultimate. : 
Already “Plus-4” Anodes have demonstrated their advantages from The American Brass Company 
the electroplating of highly complex radar and microwave compo- Anaconda Wire & Cable Company b 
nents of copper to the electroforming of molds for casting velvety- Andes Copper Mining Company a 
smooth viny] plastisol hobby horses by Plated Moulds, Inc. Chile Copper Company ” 
Like many other Anaconda products, ‘“‘Plus-4”” Anodes were perfected ape storpte tates ag . 
while working on a tough production problem submitted by an Anaconda Sales Company a 
Anaconda customer. Largely through this kind of partnership with International Smelting and ‘ 
industry, and intimate awareness of its needs, Anaconda is able to Refining Company 

offer an exceptionally broad and versatile line of non-ferrous metals or 
and mill products. 58252°A 
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Selective Service— 
for Investors ! 


You believe in the long range growth 
of American business. You'd like to 
share in that growth yourself. You de- 
cide to put your extra money to work, 
to become an investor. 

So far so good. 

There are 2,610 securities on the 
New York Stock Exchange you can 
choose from. 

923 more on the American Stock 
Exchange. 

And over 30,000 stocks and bonds 
that are bought and sold in the over- 
the-counter market. 

How can you tell just which ones 
you should buy for your purposes? 
Just which securities to select for a 
potential increase in price, or liberal 
dividends, or maximum security of 
your capital ? 

For most individuals, the answer, of 
course, is — you can’t. 

That’s why we maintain a Research 
Department that’s one of the biggest 
and best in the business, a Research 
Department that’s always willing to 
provide a selective service in securities 
for anybody who asks. 

If you'd like their help in picking 
the best stocks currently available for 
your purposes eee 

Or, if you'd like them to pass on the 
relative merits of any securities you 
already own... 

Just ask. 

There’s never any charge; you're 
not obligated in any way, whether 
you're a customer or not. 

Simply address a confidential letter 
to— 


ALLAN D. GuLiiver, Department SF-12 


Merrill Lynch, 
Pierce, Fenner & Smith 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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A HOME-TOWN 


BUSINESS 





THE BELL SYSTEM is nationwide 
yet the telephone business is 
largely a local business. 


Research, manufacturing and a 
certain amount of over-all direction 
are handled centrally because experi- 
cence has proved it is the better way. 


But the job of serving people 
locally is handled by the operating 
companies throughout the country, 
organized to fit the needs of the par- 
ticular sections they serve. Your Bell 
Telephone Company is one of these. 


It is distinctly a home-town busi- 
ness because of the personal nature 
of telephone service. 


Ninety-five out of every one hun- 
dred calls are local. Thev're made- 
to-order right on the spot. On all 
matters of service you have the very 
great advantage of dealing directly 
with the company and its people. 


Your telephone company is man- 





aged locally and it pays taxes locally. 








TELEPHONE INSTALLER visits a home-town family to install color telephones. He and 
his truck are familiar sights around town. Courtesy rides with him wherever he goes. 


You probably know men and women 





in your town who work for it and 





have seen and heard of their active 





part in the welfare of the community. 





Local people have an investment in 





the business through their ownership 


of A. 'T’. & T. stock. 








Wherever there are new tele- 
phone buildings going up, or jobs 


BELL TELEPHONE 


of maintenance, there are jobs for 
local builders, architects, painters, 
carpenters, plumbers, electricians and 
many others. 


So the Bell Telephone Company 
isn’t something far away but close to 
you wherever you live and a friendly, 
helpful part of the community. ‘That 
is the way vou'd like it to be and we 





trv very hard to run it that way. 





SYSTEM 
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Business 


The Trend of Events 


HOW WILL WE GET BACK? ... If you are planning 
a trip to the Conrad Hilton Lunar Hotel on the Moon 
uu had better be certain that a round trip ticket is 
ailable, and make serious inquiries about trans- 
rtation. We understand the space ship that is sup- 
sed to carry you on your return voyage lands on 
(ts tail (and we hope it does) —and we are wondering 
nce we get there—what the facilities are for launch- 
ig the homeward journey. 

But what worries us most is what will happen 
after we leave earth and before we get to the moon? 
We know that we must rise beyond the gravitational 
pull of the earth in order to stay aloft, but do we 
know at what level we may be subject to the gravi- 
tational pull of the other planets—for sure? After 


longing to set foot on the moon which our scientists 
describe as a miserable and desolate place. Some 
are saving that we actually have not really seen the 
surface of the moon — that what we see is an outer 
laver of dust several miles thick. And what after 
we get through this cloud? Nobody knows! 

What then has caused so many people on this 
earth to become moon-struck? I can only feel that 
the speed of transportation and communication 
which has made every continent accessible to us, 
has satisfied our more adventurous souls, who are 
now seeking new outlets to visit. And yet we have 
barely scratched the surface of the beauty and 
mysteries of this earth. Is it because the 
always looks greener elsewhere”? We know this 


“grass 





B and . ‘ : : = : : 
all, there is no margin for error and a miss may be supposition has been the lure that motivated the 
— as good as a million miles. common variety of restless adventurers who have 
Yet, so forward-looking and impatient are the sought their fortunes around the world and come 
, promoters of space travel that they have already back disillusioned and penniless to find what they 
$ for laid plans for even more distant excursions into were looking for in their own home and community. 
iters, outer space—the farthermost point to take 40 years At this point I heave a sigh. It does seem a pity 
sand in our calculation of time—but only a few months _ to think of the moon as a scientific specimen instead 
for the people aboard the space ship traveling at of the romantic symbol it has been to poets and lov- 

the speed of light. And they are already splitting ers since time immemorial. 
pany hairs as to whether a man would look 40 years older A SMATTERING OF IGNORANCE . The new pro- 
when and if he got back, or posal by an economics profes- 
whey only a few months older. But sor that the Federal Reserve 
ndly, maybe this is just preliminary We call the attention of the reader to include common stocks in its 
That to the announcement ina sales our Trend Forecaster, which appears as open market operations is one 
A ee brochure where these trips a regular feature of the Business Ana- of the most unrealistic and 
a harmful suggestions made yet, 





will be billed as an advance 
on Dr. Voronoff’s gland trans- 
plantation — and offered as a 
new Fountain-of-Youth for 
the rejuvenation of man. 

We often wonder what kind 
of lunacy is prompting this 





regular feature. 


lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep an 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this | the 


and is undoubtedly based on 
academic rather than a 
understanding of 


practical 
stock 


functions of the 
market. 
For example, at the mo- 
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ment the latest report on short selling shows an 
increase of a million shares, to a total of 3.9 million, 
the largest short position since 1932. What would 
the Federal Reserve or any other official agency do 
under these circumstances? Would they act to offset 
this short position—would they stand on the side- 
lines—would they attempt to go against the com- 
bined judgment of the mass of seasoned investors— 
and who would decide what they are to do? 

Under the professor’s plan, we assume the Fed- 
eral Reserve would act to offset these short sales by 
buying stocks. This would be highly undesirable, 
because it would artificially raise the market and 
cause losses not only to the professional buyer, but 
those who are selling against securities they hold in 
the hope of preventing severe losses in a recession. 
In fact, the Federal Reserve would be imposing its 
judgment on the stock market even where short 
selling was soundly founded and justified. As every 
professional well knows, a large short interest will 
later on cushion a market decline, and can serve as 
a great stabilizer when we need one. 

Conversely, what would the Reserve do in a rising 
market when people are buying heavily? Would the 
reserve step in and sell stocks and thus rob investors 
of the rewards of their foresight and their willing- 
ness to take risks? 

As far as the listed corporations themselves are 
concerned, it would narrow the investment interest 
in their issues, discourage investment, and make 
new financing difficult. Altogether, this seems to be 
very much of a crack-pot scheme, of which there is 
such an abundance at the moment. 

Instead of asking for government intervention, 
our efforts today should be aimed at finding ways 
to get the government and its agencies out of the 
business field, rather than inviting them in. 


THE COURAGEOUS MR. ROMNEY SPEAKS OUT... It 
is fortunate for us that in Mr. Romney’s position he 
can afford to call the shots as he sees them. Two 
years ago we ran a story, “Giantism in Excess”—in 
which we called attention to the dangers of center- 
ing great industrial and economic power in a single 
corporation. 

Since that time it has been proven true, for the 
decline in automobile buying, for example has had 
a serious effect on a wide group of industries—and 
depressed 25° of our economy. 

But Mr. Romney brought out a new and interest- 
ing angle to show that giantism in corporations 
makes an entire industry vulnerable in a way that 
enables labor unions to wield abnormal power. That 
when companies are so large, the unions can aim 
their fire at any one of them, and by threatening to 
upset the competitive position can, with a single 
victory, bring an entire industry to its knees. What 
has happened and is about to happen in labor is 
thoroughly covered in our feature, ““Labor Bosses— 
Attempting to Tyrannize our Economy”, which ap- 
pears in this issue. 

However, when all is said and done, Mr. Romney 
only dealt with the effect and not the forces in the 
economic system that are inexorably driving our 
corporations to bigness. How this and other prob- 
lems are to be solved is still in the lap of the Gods. 











But the recession itself, if it goes far enough, may 
automatically produce correctives for the problems 
that have been plaguing us these many years, and 
toward which a booming economy encouraged com- 
placency. 


WHAT THE U N IS REALLY GOOD FOR... We have 
finally discovered the purpose of the UN is to enable 
small nations to put big powers in their place. 

Thus, when France, Britain and Israel attacke: 
Egypt, the hue and cry rose to high heaven. But, 
when Tunisia broke her neutrality by allowing Al 
geria to use its territory as a base of operations fo 
an attack on the French, the press backed her u) 
when she cried “‘foul’”—after the French retaliator 
bombing of these Algerian installations. 

And not a wee small voice was raised over Colone 
Nasser’s current invasion of the Sudan despite hi 
agreement to accept the status quo. Indeed, hi 
picture and that of the unfortunate Sudanese For 
eign Minister appeared on the front pages, and the 
story ran merely as a dull news report. 

We are wondering what is wrong with our press, 
for this is not the first time we have noticed 
tendency to overlook the transgressions of the 
smaller nations and to magnify the slightest mis 
step on the part of the great powers—and also t 
play down the good news and to play up the bad 
news affecting the West. 

This was especially noticeable some months age, 
at the time of the NATO Conference, when the 
press stamped it a failure—and altho subsequen 
events showed that NATO members realized that if 
they did not stand with the United States the onl 
other alternative was Russia, I did not see am 
correction in the press. In fact, Cyrus L. Sulzberger 
in his fine column in The Times expressed his con 
cern regarding this situation, and quoted from : 
letter by Andre de Staercke, Belgian Ambassado 
to the North Atlantic Council, in which he said: 


“The meeting was difficult but good. The President 
played a tremendous part in it, by what he said and did 
and also by his understanding. Frankly I cannot keep in 
line with our Western press. Before the meeting it said 
that nothing could be expected. After the meeting it said 
everything was in question. 

“There is a masochistic trend in that attitude, which 
is Russia’s greatest ally. These people waste constantly a 
great amount of wit to prove at any moment that the West 
is always wrong. It is neither fair nor true. 

“In the case of our meeting, for instance, I feel that 
it is the first time we have achieved a real ‘Atlantic’ defi- 


. 


nition of policy ... 

From the above it is clear that a great deal ot 
confusion and lack of understanding of the facts 
has resulted from the way these matters have been 
handled by the press. 

It seems only logical that a good press for the 
West is bound to be noted in the United Nations, 
and may cause them to sit up and take notice . 
for as matters now stand everyone is waiting to see 
whether the U.N. is going to give the Sudan more 
than lip service and the protection that she deserves 
against the Egyptian aggression. And the attitude 
of the press will be a factor that may sway results 
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JOHN H. LIND 


THE DILEMMA FOR THE OIL COMPANIES 
UNDER CIVIL WAR IN INDONESIA 


E civil war in Indonesia has caught three 
T ajor western oil companies right in the middle. 
Roval Dutch Shell, Caltex and Standard Vacuum 
are together producing daily some 360,000 barrels 
ef oil in Indonesia. The bulk of their production lies 
in Sumatra, which has just formed its own govern- 
met, in defiance of President Sukarno’s National 
Government in Jakarta. 

» far Sukarno has taken no direct action against 
the Sumatran Rebel Government beyond discharg- 
ing the army officers participating in it and ordering 
their arrest. Both of these steps are merely gestures, 
since they cannot be en- 
forced due to the fact 
that the Rebel Govern- 
ment has full control 
over most of Sumatra. 

Whether a full-scale 
civil war will ensue, or 
whether Jakarta will be 
able to reassert its au- 
thority over the outer 
islands, or whether Su- 
matra, perhaps together 
with Borneo and North- 
ern Celebes, will form 
a new independent na- 
tion is too early to say. 
But it is certain that 
something drastic is 
about to happen in In- 
donesia, since the pres- 
ent situation there is 
obviously untenable. 

The oil companies’ 
trouble lies in the fact 
that they provide Indo- 
nesia with its most lu- 
crative income source, 
its main foreign ex- 
change source, as well as its main domestic fuel 
source. Thus, whichever party controls the country’s 
oil output has a most significant advantage over its 
opponent. Right now the main oil fields and refineries 
lie in rebel-controlled territory. The rebels are al- 
ready making the most of this by having ordered an 
end to all oil shipments to Sukarno-controlled Java, 
Indonesia’s most populated island. Furthermore, 
they have asked the oil companies to stop paying 
rovalties or other taxes to Jakarta and make pay- 
ments to the Rebel Government instead. 

This has put the companies into a quandry. Their 
sympathies may be assumed to lie with the rebels, 
who are strongly anti-communistic and in favor of 
private foreign investments. The companies remem- 
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Over a barrel 


{pologies to Loring of The Evening Bulletin, Providence, R. I. 


ber well that when the Rebel Government’s Justice 
Minister, Harahap, was Prime Minister of Indo- 
nesia for a brief period in 1956, the climate for 
foreign business improved immediately. 

On the other hand, they could tell a long woeful 
story of harassment on the part of the Sukarno 
regime, including refusal to grant them any new 
exploration licenses, expropriation of Shell’s north- 
ern Sumatra oil fields, which have not been produc- 
ing since World War II as a result of the govern- 
ment’s policy, etc. 

However, the companies undoubtedly also realize 
that to give aid and 
comfort to a rebel move- 
ment would not exactly 
endear them with the 
central government. If 
the latter should win 
the present struggle, 
such an attitude might 
have serious repercus- 
sions for the companies, 
whose investments in 
Indonesia are on a very 
large scale. 

The most vulnerable 
of the three is Caltex, 
since it is by far the 
largest oil producer 
there. But all three com- 
panies are currently in 
a very delicate situation, 
since they sit squarely 
on the powder keg of 
South East Asia’s big- 
gest political explosion. 

A side issue of this 
situation is its possible 
effect on U. S. oil im- 
ports. Sumatra is cur- 
rently shipping some 55,000 to 60,000 barrels of oil 
daily to California, mostly from the Caltex fields. 
This is equal to over 20% of the West Coast’s total 
oil imports. If the Sumatran oil ports should be- 
come closed as a result of a civil war, which has 
been reported, but not confirmed, it might help re- 
duce the present excess of oil imports to the West 
Coast which has been a minor but persistent head- 
ache of the U. S. Government for some time. 

It has been predicted that Jakarta forces may 
land in the Djambi area, south of the strategic oil 
port of Pakenbaru, the location of the American- 
owned Caltex Oil Corporation. Whether they will be 
able to make any headway, however, depends upon 
the extent of rebel forces in arms! 
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New Tests Market Must Meet 


A possible levelling out of the business recession, starting in the second quarter, would 


leave first-half industrial and rail earnings down sharply, with second-half potentials 


restricted. Whether the stock market is fully adjusted is doubtful. Even if it holds on 


nearby tests, basis for anything better than trading swings cannot be cited. 


By A. 


F,. perspective, here is the pattern of the 
industrial stock average in round figures: down 101 
points from the bull market top to last October; up 
39 points to the early February rally high; down 19 
points from the latter to last week’s close. For rails: 
off over 85 points to late December; up 15 points to 
February 4; down 6 points therefrom to date. After 
making up nearly seven-eighths of the entire prior 
decline, utilities have been confined to a tight trad- 
ing range since late January. 

The recent performance, the business environment 
and the “feel of the air’ suggest a probability that 
the early-February levels will stand as the top of 
an intermediate recovery phase for the industrial 
and rail lists. if so, the question to be answered by 


‘i 
. 


MILLER 


the market in coming weeks is whether the down- 
side support levels heretofore indicated —in tne 
420-425 area for the industrial average and 95-6 
for rails—will hold. So far, nothing worse than a 
digestion period can be envisioned for utilities whi-h 
will benefit from the abnormally cold winter, and 
for investment-grade income stocks generally; ad 
some further rise is possible, in view of easi ig 
money rates and satisfactory prospects for earnin zs 
and dividends. 


Obstacles To Be Faced 


It is possible that the business recession will flat- 
ten out or grind to a halt within the second quarter, 
as the Administration hopes and has 
predicted; but it is by no means certain 





MEASURING MARKET SUPPORT 


that it will and, even if it does, the next 
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THE MARKET IS A TUG-OF-WAR . . . CONSTANTLY SHIFTING SUPPLY & DEMAND upswing of aay significance could ™ I 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 be delayed for a considerable period DI 
suppty oF stocks | | | | geil | | | TT TT time. The principal controlling factors 

As Indicated by Transactions | | YY >, Pe 4 are: (1) governmental spending ( Fed- 

pmenaton Wynn, Li 330 eral, state and local); (2) consumer 
oe YUU JJJJJJ | spending; (3) business inventory pol- 
Up YY Y YY | | | | ] g; y } 
LL | KS |_j9310 icv: (4) export trade; and (5) plant- 
YY}, Uj YY VpaNN equipment outlays. On the supporting 
i 290 oo government outlays are eudiion 
ENV YYYYYY) Uy Yj "WN ipward. Total consumer spending is not 
Y Yj} Y U4 | WS | “a 7 : cont oe : hem et 4 
YY LA LLTLIMMEEL Scar, with moderately inceonsed outings 
Fr WYYyyyyw@ OJ) YUU | gE y ar, t aera ely creased outlays 
: Yj YyjyjyyG ‘ | | a3 for services and soft goods probably at 
DEMAND FOR STOCKs |X Lyf TTTTTTTI TTT] : least balanced by reduced demand for 
; 2) YY I} | } | | sania oe ali 

As Indicated by Transactions Y/7) WHY { gee SRRSEE 210 consumer durables. 

__ot Rising Prices _ | "QP rTtTrttt ttt TT 19 Business inventory policy is “iffy”. 

It would mean business sees need for 

MEASURING INVESTMENT mounting inventories. A cessation, or 

AND SPECULATIVE DEMAND even a slow-down, in over-all inventory 

oT ~ ween 40 liquidation would be helpful; but so far 
- t | rT | 4 ) sales and new orders have receded more 
vor." ii Py dda dd dy than have inventories and, with virtu-| 
TT MWS. 100 HIGH PRICE STOCKS | | ry] || = ally all materials and goods in over- 
4008 | [Sel Scale at Right > cee i | it | i920 supply, it is impossible to see basis for| 
a NL TTTS TT | ry y | ry | | general inventory expansion. Export 
380% | | Tel || aeeeeen eeee f)) trade is pointing downward. Finally, 
i ry Ty Ti ryT yyy dy the worst effects of the capital-goods 

360 M.W.S. 100 a pti tt || ||| g 200 slump on total business volume and ag- 
M0 | oe Sane Sey rer hsb445 ~ oer | gregate corporate earnings have not yet 
ee rt — ri _| 9180 been felt; and may not be fully felt for 

| |} | | a good many months to come. The im- 

a ee plications may not have been sufficiently 

JULY AUGUST _ SEPT oct NOV DEC JAN FEB recognized by hopeful Washington fore- 

casters or by investors. While inventory 
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deflation is a big factor, 7” YEARLY RANGE 1948-1957 
recession in the whole field a ee a ane 
of durable goods—includ- 220 ===: f- t+ races, ‘vacie es 
ing the vital heavy-indus- n0 f- t =BS=== = Se 
try segment —is, in our SH +t } i he es ae | | rh} BY x 
view, a bigger one. mitt oo PT APT tt - = “ 
In duration this slump == Ee: } i 4 ae i. oo = 
has already exceeded those oH SS == = + 300 COMBINED STOCKS —j———}— | 200 
of 1948-1949 and 1953- Ci dae SS oe ee ee ee he 
1954. as measured by the ee ee, Se en os os oe Se os Se a L— HE + } 220 
ania ; asst MSS ae a a 
proiuction index. The lat- usp 4 ag tt i ne rad ; me | i an 
ter fell another 3 points ast —t-+ ee a bt rity tt 5 a oo oa os 1 - . 
in January to 133, extend- P| : A+ i, leotenl | 
ing the total shrinkage wf} tt fo BSSSSSSSSSSsss. - le ' 
from the December, 1956, = emuorenees “il 
pea « to about 9.5°,, which 10 — 490 
con pares with 1948-1949 1 a 
ani 1953-1954 declines of a. 400 
10..% and 10.2%, respec- i i | | + = 
tiv: ly. There has undoubt- P | ow sms t 310 
ed! been a further dip in RAILROADS CT _ 
Fe! ruary;and recent news ty ptf 1 20 
of -utbacks in output and He Dit, we ni = 
layoffs of workers in the tl, shit ————)— %0 
automotive industry, as Cu : : ais a 
we | as in some other fields, Ow nes aoe H Ht 
suyvests that the over-all UTILITIES unt a tee TT | LY} t+ 
doy nward trend probably ttl eaten ry iti 
wil be extended at least se le it") | on 
through March. We there- Volume N.Y. Stock Exchange Met 
fore appear to be within Milions of Shares oe 
cl sight of a level HT TT dallas by het. bb saeeee UL 
around 130-129 for the ‘hil CT I euen eal 
index, footing up to a 15- pil wae ! ouMem TTT $ 
month drop in the vicinity ee ee ee ee ee CTT TT 
of 127. That might “wrap 
it up”. Time will tell. 


\dministration efforts 


to talk things up are futile. The “built-in stabiliz- 
ers "—unemployment insurance, pensions, etc., — are 
partial cushions. The official money-easing policy 
will take months to work. Such direct remedies as 


public works programs and or tax cuts cannot be 
quickly applied. Therefore, instead of inducing a 
business recovery, they could be expected to bear 
inflationary fruit after a normal revival had already 
started. 

It is pointless to note that Government action can 
prevent another 1929-1932 deflation spiral, because 
there is no threat of anything like that anyway, 
whatever the Government does or does not do. We 
have no big speculative pyramid of credit to be 
liquidated. Bearing on Government “management”, 
suffice it to recollect that, under the New-Deal em- 
phasis on planning and deficit financing, we had a 
19;7-1938 depression which in 10 months cut pro- 
duction by nearly 34% and resulted in a rise of 
about 4,000,000 in unemployment to a total around 
11,500,000 as of mid-1938. 


A Long Recession Bottom? 


\ssuming we might reach a low point in March, 
What then? In 1954 a bottom of 123 for the produc- 
tion index in March was followed by six months of 
consolidation. We would expect the “valley” to be 
wider, perhaps considerably so, in the present in- 
Stance because of industrial over-capacity and 
abundant supply of materials and goods. 

MARCH 
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Meanwhile, average corporate earnings figure to 
be sharply lower for the first quarter, to fall some- 
what further in the second quarter, and to do little 
better than level out in the second half, on the basis 
of the production trend heretofore tentatively al- 
lowed for. Many of the interim reports are going to 
be shocking, and will test the fortitude of stock- 
holders. For instance, at an operating rate around 
54‘~ of capacity, few, if any, steel companies can 
have quarterly earnings even near coverage of quar- 
terly dividends. In the automotive field, durable 
goods generally, and the railroad industry, very 
lean first-half profits are indicated. There is more 
bad dividend news coming in many individual in- 
stances, even though aggrezate 1958 payments may 
not be much changed from last vear’s. 

Can the market meet the tests without the aver- 
ages breaking through their previous lows? We say: 
wait and see. Even if it does hold up, the subsequent 
range could be restricted for some time to come 
because of prospective “flat” earnings and divi- 
dends; and because stock prices are stiil at medium- 
high, rather than depressed, levels. For instance, 
measured by ratio of cash-dividend vields to bond 
yields, representative prominent industrial equities 
are some 35% higher than they were at the market’s 
September, 1953, low point. 

Average cash-dividend yield on industrials 
around 4.4%. It would be unprecedented for a 
cylical market adjustment to be completed without 
the figure rising (Please turn to page 720) 
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Why Gross National Product 
IS NOT a True Guide to 








the Business Outlook 


BY MICHAEL STEPHEN 


EDITOR’S NOTE: We are fortunate in being able 
to present this timely breakdown and assess- 
ment of the various elements used by the 
government in computing the GNP — clearly 
showing its inadequacy as a guide to the busi- 
ness outlook. The outstanding business analyst 
writing this story then constructively points 
out the simple elements that are the true and 
practical gauge to the business trend. 


| fone great debate on the extent of the current re- 
cession in economic activity is coming to a head. 
For the optimists, Raymond J. Saulnier, Chairman 
of the President’s Council of Economic Advisers, 
drew headlines with his forecast that the economy 
would turn up in June or July. An even more bullish 
view came from Carroll M. Shanks, head of the giant 
Prudential Insurance Company, who saw signs of 
revival already under way. President Eisenhower 
dated the beginning of recovery in March. 

But a sizable number of private business and 
academic economists take more bearish, though less 
well publicized, positions. They find themselves more 
inclined to lay weight on Federal Reserve Board 
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Chairman William McChesney Martin’s warning be 
fore the Congressional Joint Economic Committee 
that the economic recession “‘may be deeper and more 
protracted than many now anticipate.” 

Every businessman and worker is aware, in a 
background of growing unemployment, shrinking 
markets and profit margins, and slowing business 
activity, that the correct answer in this debate is 
crucially important. Are we in a mild, 1949 or 1954 
type, recession or are we entering a considerably 
more serious, longer downturn in general economic 
activity. 

The weight of the angument is shifting perceptibly 
to the side of the bears. The optimists got a real 
shock from the 1.1 million rise in unemployment dur- 
ing January, twice the normal seasonal increase. 
This pushed the total of jobless up to 4.5 million, or 
5.8 per cent of the labor force, highest since 1950. 
During the 1949 recession, unemployment rose to a 
postwar peak of 4.8 million, 7.8 per cent of the then 
smaller working force. In 1954, unemployment hit 
4.1 million or 6.4 per cent. 

Meanwhile, industrial production continues to sag. 
The Federal Reserve Board index of industrial pro- 
duction, 136 in December, slipped 3 points further to 
133 in January, down 9.5 per cent from the Decem- 
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per 1956 peak of 147. 
Another 2 point decline in February would take 
the index down to 131, more than 10.9 per cent below 
the peak. At that point. unless there is recovery 
clearly in sight, there will have to be serious ques- 
tioning of the all too popular assumption that the 
current recession is merely a repetition of the mild 
1949 and 1954 downturns. For in those recessions 
industrial production turned up after a 10% decline. 
In light of all this, many businessmen are puzzled 
by the forecasts of 1958 gross national product which 
are bandied about in discussions of the economic out- 
look. Bullish forecasts, like that of Prodential’s 
Carroll H. Shanks, which envisages a 1958 GNP of 
$450 billion, against $434 billion in 1947, can be writ- 
ten off as mistaken optimism if you don’t agree. But 
what about the forecasts in which people who con- 
sider themselves extremely bearish forecast 1958 
GNP no lower than $430 or $425 billion, down only 
1 or 2 per cent from the record 1957 level. 
it that there aren’t any real bears around? Or is 
there something in the nature of GNP which makes 
it » misleading index to the business situation? 


Past Performances 


msulting the statistical records to see what GNP 
did in the previous postwar recessions is one way to 





that the past never repeats itself exactly, it can pro- 
vide useful guide lines to the future. 

Looking at the record of the 1949 recession in 
terms of GNP, the business man is liable to get a 
serious shock. The recession has disappeared. In the 
statistical records as they now stand, gross national! 
product for 1948 and 1949 is identical at $257.3 
billion. 

Yet, the business man remembers, industrial pro- 
duction did decline about 10 per cent in 1949. New 
orders of manufacturers did fall some 17 per cent. 
Unemployment did rise as high as 4.5 million in 
February 1950. Is there something wrong with al! 
these figures or is there something wrong with the 
gross national product figures? 

A glance at the 1954 recession only provides more 
reason for puzzlement. Gross national product in the 
recession year of 1954 totaled $361 billion compared 
with $363 billion in the peak years of 1953. Yet the 
Federal Reserve Board index of industrial produc- 
tion again dropped about 10 per cent, as in 1949, and 
while unemployment did not touch the peak figures 
of the ’49 recession, it did rise to a high of 4.1 mil- 
lion in 1954. 

How is it possible for gross national product to 
show such small fluctuations when industrial produc- 
tion and unemployment are swinging so widely? 
Clearly we need to know more about gross national 











































































































evaluate the current forecasts. While it is a truism product. What is it, how is it made up and how 
Gross National Product includes the sum total of all goods and 
services produced at any given time, and it therefore cannot possibly 
indicate the business trend, as the chart herewith so clearly shows. 
q 1948 1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 
GNP Billion $ MWS 1935-1939 — 100 
450 
eneneneees as ssteeyy, 
a 
350 dasttt en, snustWeny asset 
; qanqunneeuene® - Pad wm 
Gross National Product isos” ae PIT arey 
on Scale left [ asso of? wy 
050) ee tases ys Le” 250 
wre MWS Business Activity Index 
é a atid 1935-'39 — 100 
ea Scale right 175 
om 
pseosenstney ; 150 
Gross National Product assepoe™™ 
Scale left gust 
gust 
a0 nS hsuss® 300 
5 
ww ba 
on a - 
sve, aw oe Ne “a ~~ 
* ef r 
350 af if ' “= J. 275 
? B = & MWS Business Activity Index 
, 4 | t 1935-39 —= 100 
4 | Scale right 
| steel strike 
1955 1956——_+- 1957 
| 
MARCH 1, 1958 669 









































seriously should we take projections of economic 
activity that are cast in the shape of GNP forecasts? 


What is GNP? 


GNP, or gross national product, is the statisti- 
cian’s and economist’s jargon for the best estimate 
that can be made of the total value of all goods and 
services produced in the United States in a year. Its 
wide use reflects the fact that it represents in one 
figure the net result of the thousands and thousands 
of statistics gathered to record economic activity 
which would be unmanageable in all their volumin- 
ous detail. Needless to say, any such simplification 
needs careful handling. The technicians who make 
up GNP estimates are well aware of drawbacks and 
inadequacies in the figures. But many people without 
technical or statistical training overlook this and 
assume that any figure published by an official gov- 
ernment agency is beyond question. 

The following table shows the GNP figures for the 
nast 5 vears, broken down into the significant com- 
ponents usually discussed. 





the data on services in table No. 2 on page 710 rise so © 
suspiciously straight that they distrust them as too 7 
much of an estimate. j 

Gross private domestic investment is the most 9 
volatile, major segment of GNP, reflecting its sensi- § 
tivity to changes in the business and profit outlook 
and in the availability of financing. Within this cate- 
gory, inventory investment or disinvestment is the 
most active element. But business inventory stocking 
or reduction usually runs its course in nine montis 
or a year. What worries forecasters of the current 
economic scene most is the downturn in business’ 
plant and equipment spending, which may persist for 
several years in view of the extent to which existing 
productive capacity already exceeds market de-| 
mands. 

The table below shows a $1.3 billion decline in 
plant and equipment spending from 1953 to 1954 
and then a $3 billion rebound in 1955. This year a 
reasonable expectation might be a $4.6 billion redic- 
tion from 1957 to 1958, further decline in 1959, and § 
no substantial recovery, barring the outbreak of 9 
war, for even longer. 























































Billions of Dollars 


Personal consumption expenditures 
Durable goods 

Nondurable goods 

Services 

Gross private investment 
Plant and equipment 


Change in business inventories 


Residential construction 
Net foreign investment 
Government purchases 


Total GNP 





1953 1954 1955 1956 1957 
$230.5 $236.6 $254.4 $267.2 $280.4 
29.8 29.4 35.6 33.9 35.1 
119.1 120.6 126.0 133.3 140.0 
81.7 86.6 92.8 99.9 105.4 
50.3 48.4 60.6 65.9 63.6 
38.1 36.8 39.8 46.1 49.4 
0.3 —19 4.2 4.6 0.0 
11.9 13.5 16.6 15.3 14.2 
2.0 —0.4 —0.5 1.4 3.3 
84.4 76.6 77.1 80.2 86.6 
$363.2 $361.2 $391.7 $414.7 $433.9 











The first thing that has to be said about these fig- 
ures, and the estimates currently released by the 
Department of Commerce, is that they do not take 
account of price inflation. If prices rise, these figures 
show an increase in GNP even though actual produc- 
tion has not increased. Thus, the $23 billion rise in 
GNP from 1955 to 1956 is reduced to $12.2 billion, 
or by about 50 per cent, if the inflating effect of ris- 
ing prices is removed from the figures. The Com- 
merce Department is aware of this deficiency and 
has made “deflated” GNP figures available for past 
years. But the complexity of the correction, plus the 
time needed, make it impracticable, thus far, to de- 
flate the current GNP estimates. Keeping the influ- 
ence of changes in price in mind, however, there are 
other things we need to know about the GNP 
statistics. 

As the table shows, the consumer takes most of the 
GNP; personal consumption outlays account for 
about 5, of the gross national product. Outlays on 
durable goods—automobiles, television sets, large and 
small household appliances—fluctuate from year to 
year. On the other hand, consumer spending on non- 
durables—food, clothing, etc.—rose right through the 
1954 recession and has continued to increase steadily 
since then. Consumer spending on services—doctors, 
lawyers, rent, hospital costs—which now account for 
no less than $105 billion of the GNP is famous for 
its unbroken rise. Indeed, many economists find that 
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Net foreign investment—reflecting mainly our ex- 
port surplus—moves around a good deal but is a 
relatively small figure in the GNP total. The $3.3 
billion figure for 1957 shown in the table was un- 
usually high as a result of heavy oil exports during 
and following the Suez crisis; a considerably smaller 
figure is likely in 1958. 

Spending by Government, counted on to be a major 
expansionary force in 1958, has been running about 
1, of GNP. This figure includes only goods and ser- 
vices purchased by Government, Thus, outlays for 
interest on the public debt and payments for social 
security, unemployment benefits and the like, do not! 
appear in the GNP figure on Government spending 


ED! 


GNP is an Estimate 


What the layman often does not realize is that 
GNP is an estimate. It is, to be sure, an estimate 
made by highly skilled statisticians. But it is still 
subject to error and revision. Some of the detailed B 
sectors—savings or changes in business inventories, 
for example—have been revised as much as 50 perf &€! 
cent on occasion. 

Estimates of total GNP fare better. But not be-p Su! 
cause the statisticians necessarily do a better initial} ° | 
estimating job on the total. Talking on the statistical U 
foundations of GNP, George Jaszi, chief of the Com-}| ° 1 
merce Department’s (Please turn to page 708)§ for 
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35.1 
140.0 
} 
105.4 
63.6 
49.4 ‘- - 
; to T 
.. Attempting to Tyrannize 
3.3 
86.6 
| Our Economy 
$433.9 
——< BY JAMES J. BUTLER 
r @€X- 9 : 
ry ic q EDITORS NOTE: Mr. Reuther’s demands are out-of-hand — for he well 
~~ @ 9 knows — 
was un- —~ That to date labor has received full compensation for pro- 
s during ductivity ...%n addition to getting everything the traffic 
smaller will bear out of automation, even beyond the point of pro- 
ductivity ... with pay raises encroaching and cutting into 
a maior quality of product as well, 
1S oe 7 Mr. Reuther is not ignorant of these facts. He knows them 
and Ser- 


as well as we do. Therefore, if he were genuinely interested in 
protecting the interests of the worker and of the economy of 
this country — now in recession, he would not make sugges- 
tions that he knows full well will bring disruption and greater 
uncertainty. Only a labor monopoly with freedom from taxa- 
tion enables him to do so. 


lays for 
Dr socia 
2, do not! 
pending 


| Le t’s bre ak the labor monopoly and de mand from 
Congress the legislation that will make labor union 


. is that 
funds he subject to taves. 


estimate 
t is still 
detailed gmeepene the gunpoint of strike threat, organized labor leaders 
entories, are moving over a chartered course that will inevitably hold our 
; 50 per} economy in a tight grip, —a grip that has already produced unbear- 
ably higher consumer costs, a labor-management revolution, profit- 
not be-| Squeeze, and forced a slow-down in plans for further mechanization 
.r initial}! Of industry. 
-atistical Union labor leaders had better recognize that they are going to be 
he Com-| °F trial during this recession. Many of the workers have been restive 
ige 708) for a long time, and are waiting to see how the unions will take care 
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of the unemployed, and whether they will live up 
to their agreements and come through with the bene- 
fits promised, for which workers have been paying 
big dues. They will also expect greater statesman- 
ship and less antagonism to the employers so as to 
prevent as much work stoppage as possible. The 
unions today are no more powerful than were the 
Guilds in the 15th century, who overreached them- 
selves, just as union leaders are doing today. 

The possibility of a walkout of automobile workers 
is being debated but not discounted. Whether Walter 
Reuther would chance pulling his United Automobile 
Workers (1.2 million members) out for a layoff that 
could become so protracted as to break his union 
Treasury can only be speculated. On the other hand, 
whether industry would accept the alternative of 
Reuther’s assumption of management control is 
answered by some authorities with a question: “He 
put over the Guaranteed Annual Wage, didn’t he?” 

UAW is building its war chest against the possi- 
bility of a strike this summer. Dues have been raised 
by $5 a month for March, April, and May in an 
action which has a peculiar twist: any sum in excess 
of $25 million which remains in the strike fund after 
1958 negotiations have been completed will be re- 
funded to members on a pro rata basis. This may 
have been Reuther’s way of telling his union that 
the strike, if there is one, will be neither long nor 
costly ; it could have been acceptance of rank-and-file 
members warning to him that it had better not be. 
Also significant in this respect is the fact that Presi- 
dent Reuther originally asked his special convention 
to permit the fund to go sky-high and kept there and 
his resolutions committee backed him strongly on 
that. But when it came to the floor, the minority 
prevailed. With apparent reluctance, UAW offices 
said the ceiling (after negotiations are completed) 
was favored by 85 per cent of the delegates. That 
ballot came after Reuther pulled one of his rare 
switches in declared policy. 

Because a sweeping strike in the automobile trades 
would slow an estimated 20-25 per cent of the indus- 
trial economy and place in jeopardy the jobs of one 
out of each seven persons gainfully employed today, 
no facet of the outlook is unimportant. If strike 
comes and management concludes there are enough 
cars cleared off the assembly line by then to take 
care of the rest of this year’s depressed new car 
market, UAW’s treasury cannot stand the pull. In 
the event it cracks, Reuther has convention authority 
to borrow money from local banks, other interna- 
tional unions, or from other sources. Should 50,000 
or more workers join in a strike, the dues increase 
will be continued beyond the terminal date first fixed 
and remain in effect until the war chest is back to 
$25 million, the convention directed. 


paw 


Strikes Cost Unions Money, Too 


The automobile workers strike fund stood at $24 
million as of Jan. 1. The $5-a-member dues boost for 
March-May would bring in $16 millions. In the past 
three years UAW has spent $24 million financing 
strikes but the cost of that luxury, like others, is 
going up. The union has dropped “need” as a condi- 
tion for receiving strike benefits; henceforth they 
will be paid as a matter of right, to all members. 

If one wishes to examine the economics of a UAW 
strike, these basic facts should be sufficient: a strike 
against General Motors would cost more than $8 
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million a week for the first seven weeks; by the 12th e 


week the outlay would be above $11 million; an 
11-week strike would cost $80 million. 

An 11-week strike against Ford would cost the 
union $32 million; a strike of the same duration 
against Chrysler would tap the union till for $22 
million. 

These are not statistics conjured by management 
to frighten union members. They are lifted bodily 
from the Feb. 3, 1958 issue of “UAW Solidarity,” 
the union newspaper whose nominal editor is Walter 
Reuther. 

The UAW boss has his sights fixed on the aircraft 
and missile industries as well. While he is not pro- 
posing to dictate distribution of income on his own 
predetermined formula there, he has told card ho!ld- 


ers in those plants the time to get wage and hour’ 


benefits is when the companies are busy. Clearly t} is 
can mean nothing else but take advantage of tne 
defense effort. 

For the aviation-missile workmen, Reuther has 
laid out this basic program: “Substantial wage in- 
crease over and above make-up in cost-of-living 
allowance, and the following ‘musts’: Employment 
security through severance pay and relocation pay; 
improved and expanded pension-health-welfare pro- 
grams; jointly administered apprentice training 
programs; elimination of abuses in the job evalua- 
tion wage plan system; extension of union shop 
clauses to all contracts where law permits.” 

Speaking of his program for 1958, the UAW boss 
declared “we have adopted this strike relief plan 
not because we are strike-happy, but because at the 
bargaining table we can improve the possibilities of 
avoiding a strike.” The conciliatory mood evaporates 
with that generalization, for the union leader inten |s 
to bring to negotiations these contentions: Wave 
increases for auto workers have not been respon- 
sible for price increases; wages have not increased 
in proportion to productivity; auto makers have 
boosted prices $5 for each $1 of wage increase, and 
many times faster than the increase in wages and 
materials; manufacturers greed and a design to 
break the unions have contributed to unit price 
boosts; rate of return for the Big Three has far 
outstripped the rate for the average American 
dustry; consumers have met the cost of all plan 
expansions out of price boosts; almost the same 
number of workers produced 50 per cent more cars 
in 1957 than in 1947; General Motors could have 
absorbed all wage increases since 1955 and still made 
reasonable profits; there is no price competition 
among the Big Three and it is virtually impossible 
for the new companies to enter the field and create 
competition; price policies are intended to insure 
20 per cent net profits even if plants operate only 
36 weeks a year. 

Labor’s position is that it alone has the function 
of building purchasing power by distributing in- 
flated paychecks. That overlooks the equities which 
should reside in the 75 per cent of gainfully em- 
ployed persons who belong to no union. But the 
rank-and-file card holders, bemused by the glib and 
practiced tongues of their “leaders” seem bent on 
sharing the grief—the higher priced commodities of 
rapidly deteriorating manufacture. 

Reuther makes a strong point of the fact that the 
same number of workers today produces 50 per cent 
more automobiles than 10 years ago. That is the 
story of mechanization—automation, if you will. It 
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simply means that industry has — 
‘ > ez stivi , > . . — - 4 = 
made greater productivity pos MAJOR LABOR CONTRACT EXPIRATIONS IN 1958 
sible by plowing back earnings, (involving 10,000-0 | ) 
, ° Pi r-mor m e 
only to have wage increases tap en ee | 
off the major share of the im- Av. No 
provement. As a matter of fact it industry Union Expiration Employees | 
has been established that approxi- AUTOMOBILE: 
mately 90 per cent of all wealth is GM, Ford, Chrysler UAW May 650,000 
created by capital, 10 per cent by AIRCRAFT: 
labor. But labor reaps approxi- Douglas vAW March 32,000 
mately 70 per cent of the gains Sages vAw March 28,000 
le i this ray. Put : th North American 1AM March 32,000 
m: i€ é n 1S W ay. u : ano er Boeing 1AM May 23,000 
way, industry has provided the Bendix UAW August 16,000 
new and costly tools, but labor COMMUNICATIONS 
draws the benefits. From a pay- Western Union Telegraphers Union May 30,000 
ro|| standpoint, auto companies ELECTRICAL: 
would be as well off if they elected Raytheon IBEW October 13,000 
not to mechanize—the purpose of —} FARM EQUIPMENT: on “i 
automation has been defeated. ae en ”"v eee 
| GLASS: 
Pittsburgh Plate, 
Monopoly Is Source of Libby-Owens-Ford Glass Workers September 22,000 
Labor Strength | MACHINERY: 
| GM UE May 40,000 
here is a crisis brewing today a ~ — ‘ 
thit only preoccupation with di- nternationa Paperworkers ay 12,000 
rect defense needs, satellite races , 
“er S, SAU ee Faces, | Carpet Mfrs. Textile Workers June (wages only) 23,000 
al politics, blocks out of top Cotton-Rayon Textile Workers April 55,000 
priority in national thinking! Woolen-Worsted Textile Workers April 35,000 
has been amply illustrated N.E. & Mid-Atlantic Textile Workers October 24,000 
that labor faces no immediate (Regional) 
curb of its monopolistic powers 
al other abuses at the hands of In addition to full terminations in this calendar yeor, there are several important contracts 
aia lepartment of gover ont which are scheduled to be reopened as to wages, hours, or employment security conditions 
- : epa v fOve , nmen ’ In the latter category comes the October reopening of the International Union of Electrical 
1€ slative, executive, or judicial. Workers pact with Westinghouse and General Electric, involving a total of about 150,000 
I re is much talk of writing new payrollers. 1\UE President James Carey is readying a list of demands which even his associates 
g) und rules for the unions but at —— va — and predict will be nag wag ey the ve to = point yay 
t} commission on revision of the a strike as the aliernative. Carey is said to be adamant and especially eyeing the 
° . . “Ty” workers at GE. “Employment Security” hasn’t been publicly spelled out by Carey, but it is 
r es 1S labor, with a capital L. known to mean, to him, more pay for fewer hours of work 
That is the situation as unions a ee - . 














and management prepare to sit 
down at what is euphemistically called the “collec- 
tive bargaining table.” Lacking frowns from Con- 
gress or an organized consumer public, the unions 
go to the table holding all the cards. Not up the 
eeve, but boldly displayed. 

[he Communications Workers of America is one 
of the labor groups which comes into the public eye 
frequently. There are constant threats (and some 
fulfillments) of strikes tying up the telephone sys- 
tems without which business is virtually at a stand- 
ll, making especially ominous the statement of 
policy by President Joseph Beirne. Operating in what 
is close to a monopoly field, Beirne promised his 
membership: 

“In our next round of negotiations, CWA will 
meet the challenge of the nation’s lagging economy 
by asking for two items deliberately calculated to 
bolster consumer purchasing power, which is the key 
to an urgently needed upswing in the economic cycle. 
We will ask first for an equitable and general wage 
increase, and second for added vacation time that 
will mean an additional 15 to 20 million man hours 
when spread across the entire communications in- 
dustry. There are no pipe dreams in this program. 
Our goals are attainable.” 

Again, organized labor is volunteering for the 
duty of restoring the economy by accepting larger 
paychecks for less work. Again, Beirne: “The people 
of America—through their unions—can reverse the 
down trend in the nation’s economy through vigorous 
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and persistent action on the wage bargaining front.”’ 
Edward H. Chamberlain had some studied, pointed 
comments on this theory. Professor Chamberlain, 
Harvard economist, is the man who produced the 
work “Theory of Monopolistic Competition,” 25 
years ago. It revised much of the thinking of that 
day in business circles. He seeks to do a similar 
service in the area of labor union activity today. 
He wrote: 
“Wage-push inflation is logically inconsistent with 
a purely competitive labor market, and it will natu- 
rally be denied by many, among whom will be those 
whose thinking continues to run in ‘competitive’ 
terms. ... There seems to be no reason to doubt that 
the upward pressures exerted by unions and trans- 
mitted to prices through the law of costs may well pro- 
ceed (as they have recently) at a rate greater than the 
rate of increase in productivity for the economy 
as a whole, with a resulting rise in prices. An obvious 
alternative is to diminish in some measure the degree 
of economic power in the hands of unions, so that 
the pressure may be reduced at its source.” 
Continuing, Professor Chamberlain commented: 
““A more subtle line of argument is that receivers 
of higher wages benefit the rest of the economy 
by spending them and thus spreading prosperity. 
Whatever the element of truth or falsity in this 
proposition, it need only be pointed out that it is 
equally true (or false) for income received by any 
element of society, and (Please turn to page 710) 
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New Realism Needed in Deciding on 


PLANT LOCATIONS 


—To make undertaking profitable 


EDITORS NOTE: This carefully documented story 
shows the reasons for the great losses incurred by 
inefficiency in selecting new plant sites, which have 
caused loss to stockholders—as well as where and 
why success has been attained by sound calculation. 
Text and tables show: 
(1) Each factor necessary in determining the 
best location for a manufacturing plant 
(2) The key elements playing an outstanding 
role in selection 
(3) Mr. Van Cleef then sets up a single indus- 
trial city settled by a variety of companies 
in various industries, and charts their re- 
lation one to the other and how it spells 
SUCCESS 
This feature is of top importance to executives of 
smaller businesses—as well as giant corporations— 
and of consideration by stockholders as a clue to 
managerial ability. 
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BY EUGENE VAN CLEEF 


For 5 years Vice-Chairman of both 
the Columbus City Planning Commis- 
sion and Franklin County Regional 
Planning Commission. 


URING the past decade, manufacturers have f 

cussed more attention upon the significance o 
location as related to industrial success than at an 
other time in our economic history. This has bee) 
particularly true in the case of the larger organiza 
tions which have been expanding by way of branc} 
plants and among those who have responded to th« 
government’s appeal for decentralization. Some 
times decisions have been good and then again not s 
good. With the tremendous impact of kaleidoscopi 
events upon the ways of life, many changes in loca 
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tional considerations have manifested themselves 
and must play an ever increasing critical role in our 
industrial evolution. 

The right location for a plant may depend largely 
upon Only one or two circumstances or it may call 
for consideration of a whole complex of phenomena 
such as those listed in Table 1. In a few instances, 
the growth of some firms appears to have been inde- 
pendent of locational factors, but actually this is 
more apparent than real. Errors are still made in 
determining locations because there are persons 
who either persist in operating on “hunches,” or 
substitute what they call “common sense” for the 
scientific approach. Perhaps of greatest interest is 
the growing realization by plant owners of the 
mutuality of social or community attitudes and in- 
dustrial progress. 

[he Western Electric Company recently cast 
alout for a satisfactory location for a $50,000,000 
pant scheduled to make special equipment for the 
te ephone industry. They were interested in build- 
ine somewhere within the Great Lakes Region. 
Columbus, Ohio, was their ultimate choice, where 
the plant is now in course of construction. They have 
stated that two of the most vital factors in their 
consideration of location were related to suppliers 
avd markets. But they investigated as well, trans- 
portation, utilities, taxation, labor supply and skills, 
local government, and cultural status. Concern 
about utilities was associated 
with dependability on uninter- 





neighborhood and requested that the land be zoned 
for heavy industry. The Planning Commission made 
such a recommendation to the City Council and the 
Council approved. But the home owners, who inci- 
dentally had no objections to a Ford plant in Colum- 
bus, protested so vigorously against the erection of 
a plant in their vicinity that the Council rescinded 
its action, only later to indicate a willingness to 
change its mind again if Ford would decide to go 
ahead with its plans. But the Ford representatives 
by this time lost interest, taking the stand that to 
locate where local public opposition was strong 
would be most unwise. To build without the good 
will of a considerable portion of the local residents 
would only jeopardize the future of that industrial 
establishment. The company built in a neighboring 
state. 


Determinants of Plant Location 


Table 2, lists a sampling of major industries and 
indicates in general terms those elements which are 
of prime importance in the determination of a best 
location and those other factors, though important, 
which do not rank quite so high. In general, favor- 
able conditions may be found in the northeastern 
quarter of the United States. But this does not mean 
all of them will be found at any selected point; or 
that if they do occur at a selected center all will be 











rupted water and sewerage 
services. This was not all. 

The characteristics of the com- 
munity climate involving educa- 


tional and research facilities, 
citizen attitudes, and cultural ECONOMIC ns compensation — peta 
ours - - - 
standards generally, were also Capital i thie re . 
deemed critical. Like a few other Generally mobile ater-Wee 
. . r . . | Market Atomic 
organizations, Western Electric Sateen . — 
did not lose sight of the fact that Quantity, Qualit Current industrial activity en. cenabager 
: niegh & . - . . ¥ y Pattern of network 
they were building for perma- a rates Rail-Motor- 
nence; that the local organization Senahiion on GEOGRAPHIC Road-Water-Air- 
would consist of persons, several | Cost of living Physical accessibility Airport quality 
thousands of them, and that these | utes — 
: vel an ower 
employes would be an integral | aaa come _ 
. a Se seen Area Available 
part of the local community, “for aes Senietie 
better or for worse”’,—an almost yo Soils SOCIAL 
revolutionary point of view. Sub-soil structure — 
Taxation Drainage > 
Rates Aerial Photographs Housing 
Importance of , : Retail stores (Quality) 
. ° Banking Climate 
Community Relations Facilities a ya Health services 
is Wind velocities and directions Recreation facilities } 
Building Sunshine percentage 


The Kind of Data Useful in Determining 
the best Location for a Manufacturing Plant. 


TABLE 1 


Educational facilities 








MARCH 1, 


As an illustration of the sensi- 
tivity of a firm to the play of 
community attitude, the case of 
the Ford Co. seeking a location 
in the same city as did Western 
Electric, is enlightening. Little 
more than a year ago, the Ford 
Company expressed a desire to 
erect a parts plant in Columbus. 
it proposed to employ about 3,000 
persons. Naturally the business 
interests of the city were enthu- 
siastic and the public in general 
was in accord. All went well until 
the company selected a site close 
to the edge of a good residential 





Rental of space available 
Construction costs 
Purchase prices 


Transportation 
Types available 
Local and long haul 
Rates 
Quality of service 
Local traffic flow 


Laws 
Local and state 
Corporation 
Taxation 


RECORD OF GROWTH 
industrially — Culturally — In General 


Humidity 

Precipitation forms— 
Rain, snow, hail, etc. 
Quantity—frequency 

Special phenomena 
Tornadoes, etc. 


Water supply 


Quality-Quantity 
Dependability 


Raw materials 


Nature 
Distribution 
Distance to those needed 


The role of women 
Churches 
Public Press 


Police protection 
Crime records 


Fire service 
Research facilities 
PI ing C 
Quality of other 
cultural elements 





Community attitudes 
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wholly satisfactory. For example, an industry involv- 
ing the manufacture of carborundum which relies 
upon a vast amount of low cost electrical power and 
therefore finds a location near Niagara Falls, New 
York, highly desirable, would look with less favor 
upon localities in Ohio even though power could be 
derived from abundant coal. And so it is with many 
other industries. Generalization is possible only 
within the limits indicated and beyond this point 
each individual industry must consider minutiae 
which are peculiar to itself. Of interest in Table 2 
is the last column where social aspects are not listed 
as prime, undoubtedly a temporary situation, for as 
already pointed out, individual companies are plac- 
ing increasing emphasis upon this phase of loca- 
tional requirements. To point up the human element 
once again, we refer to a striking historical contrast 
in locational quality between Detroit and Toledo as 
related to the automobile industry. 

At the turn of the century as everyone knows, the 
automobile came to be recognized as a vehicle which 
would carve a niche for itself among our transpor- 
tation facilities. It so happens that much of the early 
experimental work was done in Detroit and many 
of the original ideas were spawned there. But 
Detroit was not the best location for producing and 
marketing the automobile. The city was not on a 
major all United States railroad route between the 
west and east. It was not in close proximity to steel 





mills nor manufacturers of glass, rubber and other 


essential raw materials. The city, however, did have 
a reservoir of skilled labor. Among other things it 
had been a great stove manufacturing center. De- 
troit stoves and ranges were known round the 
world. But just about the time the automobile ap- 
peared on the horizon the furnace which made 
possible central heating in homes and other struc- 
tures began to displace stoves. The labor which had 
acquired facility in machine operations associate 
with stove production was ready to accept jobs in 
other industries and the automotive was as good as 
any. Even so, there was a better location for automc- 
bile manufacture not far from Detroit. 

Toledo was on the main railroad line between 
Chicago and New York. It was on an easy north- 
south route reaching cheap and good coal from th: 
Appalachian fields, coal that could be shipped on the 
Ohio River to Cincinnati and thence by rail to 
Toledo. This model center was at the head of Lake 
Erie where the estuary of the Maumee River sent 
its waters into the lake and provided good harb« 
potentialities. The orientation of Toledo afforded 
good prospect of becoming a rail center. Only a fe 
miles from the labor of Detroit, that labor coul | 
have been attracted. But, quite in contrast wit1 
today, Toledo lacked leadership. 

The land round about the Maumee estuary was 
low and poorly drained. This swampy condition con - 
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bined with inadequate water pur- 
ification and sewage facilities in- 
| disease. And oddly enough 
no one in the more or less corrupt 
‘rnment seemed to care, or if 


vO' 

5 . . 

someone did care, nothing was | 
done about it. As a matter of fact 


some automotive starts were made 
in Toledo, but largely because of 





° > ° ! 
incifference toward the public cr 
we | being, most of them either Steel 
fai ed or moved out. 
» R . Chemical 
great concentration of effort (heavy) 
on the part of men with vision 
pr vided Detroit with sufficiently Textile 
fe ‘ile ground to support a rapid aeiaiiiceain 
gr wth of the automobile indus- refining 
tr’. AS momentum in production ar 
w:s acquired, transportation de- a 
(tires) 


fic encies were largely overcome 
by establishing parts and assem- | 
b!. plants at diverse points in the 
na ion. By this time it was too 
la's for an awakened Toledo to 
caoture its lost opportunity. 


The Pittsburgh Experience 





A sampling of industries, comparing qualitatively for each one, the | 
relative importance of a few elements playing an outstanding role in 
| the selection of a plant location. 


Land 


Row Fu Trans Socia 
Water Materials Power Labor portatior Market Aspect 
$ % ; 5 U 
2 - + oe oe [x] ok “I¢ 
r ! t t 
a oe [x] os [x] “is is . 
rw t ! ' 
xX] \AJ is a re [x] * 
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* « KX Kw we * * 
Ss Prime importance 


—The relative importance of the elements is highly generalized. In specific 
cases importance may depart notably from this schedule 


TABLE 2 


Secondary consideration but important 


Social aspects increasingly critical 








ust as producers in Detroit 
converted a “wrong” location into one that became 
re.atively satisfactory, so, in contrast, manufactur- 
ers in Pittsburgh enjoyed a “right” location until 
he discovery of new deposits of iron ore, in the 
ake Superior region, made their location relatively 
unsatisfactory. 

Pittsburgh’s location at the junction of the Alle- 
gieny and Monongahela Rivers forming the head 
of the Ohio River, combined with the proximity of 
coal, limestone and low grade iron ore, provided an 
ideal setting for the steel industry. 

\ rapidly developing midwest gave Pittsburgh 
centrality. But when in the 1890's, the iron ore of 
the western Lake Superior District began to displace 
the poorer grades of local ore, steel plants sprang 
up closer to the Great Lakes. The lake shores then 
became the most economical meeting place for iron 
ore, coal and limestone and in consequence the Pitts- 
burgh steel industry was faced with possible extinc- 
tion. 

To save itself, the U. S. Steel Corporation, about 
1903, devised a Basing Point system which made it 
possible to continue in business. This system fought 
by the businessmen of Duluth, Minnesota, when a 
teel plant erected there did not yield price-wise, the 
advantages which had been anticipated, became 
nown as the “Pittsburgh +,” arrangement. To 
their dismay consumers of steel made in Duluth 
‘re quoted the Pittsburgh price plus the freight 
from Pittsburgh even though the steel had not trav- 
eled a mile. This plan which was the essence of the 
Basing Point idea, in a sense extended the location 
0: the steel company to any point satisfying its own 
‘“onvenience. In 1948 the Basing Point system was 
withdrawn. The latter action did not prove disas- 
trous to Pittsburgh steel manufacturers as some 
thought it might. Tremendous momentum and pres- 
tige which the industry had acquired, an enormous 
demand for steel, and the leadership which had been 
mustered came to the rescue. However, the United 
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States Steel Corporation, as evidenced by the new 
plant at Morrisville, Pennsylvania, apparently is 
planning to play safe by locating divisions closer 
to its respective markets. And with all this reaction 
to the “changing times”, business interests in and 
out of the steel industry in Pittsburgh have shown 
a remarkable change in attitude toward the local 
citizenry. The rehabilitation of the “Golden Tri- 
angle” along with smoke abatement, expressways, 
better housing and many other physical improve- 
ments have not only aroused civic enthusiasm but 
have contributed to the strengthening of the city’s 
economic position and the advancement of social 
conditions. 

One of the striking contrasts between the steel 
and chemical industry lies in the fact that the latter 
is largely the source of its own raw materials. What 
is known as “linkage” in industrial location, a form 
of close interdependence, reflects this seeming para- 
dox. The Cleveland Electric Illuminating Co. is capi- 
talizing on the phenomenon of linkage in the sale of 
its power. It possesses rather extensive land holdings 
fronting on Lake Erie, east and northeast of Cleve- 
land and has power available for distribution as far 
as Conneaut. At some points in this region chemical 
establishments are “linked” as shown in the diagram 
on page 676 portraying a unit in Ashtabula, Ohio. 

The Ashtabula case points up the production of a 
variety of chemicals which, although the end prod- 
uct for the respective firms, is the raw material for 
others. Proximity of these industries to each other 
means a saving in transportation costs and in certain 
instances an important saving in time between get- 
ting raw materials from their source to their des- 
tination. There is often economy too, in the avoid- 
ance of stock-piling and warehousing. Labor is not 
as significant an element here as in many other 
industries. In Table 2 labor is not cited as of prime 
importance because so many of the chemical proc- 
esses are mechanized. (Please turn to page 716) 
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RAILROADS have won partial relief from the Inter- 
state Commerce Commission in the shape of a 2 per 
cent increase in freight rates on many commodities 
(they had asked 3 per cent), and now look to Con- 
gress for additional aid. It may be forthcoming. The 
rails have made out a convincing case of discrimina- 
tion in the application of excise tax, applicable to 
for-hire transporters but not effective when big 
companies use their own trucks over competitive 
routes. Congress is in a mood for tax reduction, con- 
fined to low- and middle-incomes, and a majority is 





WASHINGTON SEES: 


The Administration’s announced plan to aid the 
economy by funneling $2 billion into a postal 
modernization program seems clearly to be a 
White House answer to public demand to “Do 
Something!” rather than a carefully evaluated 
attack on business recession. 

If conditions are due to get better in the Spring 
months, as the President still insists, or grow 
worse as many economists agree, the post office 
construction won’t be in the picture. The Presi- 
dent announced the plan as if it were something 
ready for overnight launching. In truth, the Post- 
master General was caught without an updated 
schedule of local postal building needs and Gen- 
eral Services Administration is dusting off some old 
lists which are not up to date. 

Even the financial aspect was less than care- 
fully planned. The $2 billion isn’t in existence, for 
this purpose. Now it’s announced that increased 
income from a five-cent local delivery postage 
stamp (a boost from three cents) will carry the 
projects through their earlier stages. But that hike 
in revenues already had been allocated to pay 
salary increases! Which is bad enough in itself, 
but much worse since the fact is that Congress 
is not likely to vote the postage increases, and, 
if it did, the money wouldn’t be forthcoming until 
the new fiscal year—beginning July 1. It won’t be 
needed then, if Ike is correct in his forecast; it 
will be too late if he isn’t. 














By “VERITAS” 

believed to look favorably on excise elimination, e>- 
cept on liquor, tobacco, automotive and other biz 
money producers. 


RETIREMENT announcement by Senator Harry fF. 
Byrd, who said he will not run at the end of his 
present term, was a bombshell to the conservative 
wing of Congress as well as to constituents who 
have kept him in office at the State House or at the 
Capitol for most of his adult life. Byrd has been a 
one-man economy bloc whose influence extended 
not only through both Houses of Congress, but also 
“downtown.” Statewide effort to “draft” him for 
another six-year Senate term is applauded by mem- 
bers of both parties in Congress. But illness in his 
family motivates his decision to retire. Those who 
know him best say it is a final, irrevocable decision. 


MODERNIZATION of the military transport aircraft, 
now regarded up to 80 per cent obsolete, has become 
a must. The Holifield Committee is considering a 
proposal that commercially useful craft and parts 
be sold, primarily to foreign aid nations, and a 
modern jet fleet be constructed. The business-creat- 
ing possibilities are not being overlooked in a time 
when aircraft companies are cutting work forces. 
Committeemen are poring over figures which indi- 
cate that future operations by contract with com- 
mercial air carriers could save $30 million a day, $6 
billions a year. “Government invasion of private 
business” is one of the objections to the present 
system. 


VOTE DEAL that might bring essential strength to 
the Administration’s reciprocal trade law extension 
move is on the fire. The voluntary import plan for 
oil from foreign fields is not working to the satis- 
faction of domestic producers. Their Congressmen 
have been clamoring for invocation of the Presiden- 
tial power to make the quota system mandatory. 
Ike has resisted this, on advice of the State Depart- 
ment. So the Congressional group has totaled its 
voting strength at a figure in excess of 50 (members 
from oil producing and refining states) and has let 
word slip out that these votes just might be avail- 
able if their plea for protection is answered. 
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* Top prize for political stupidity goes to the 
planners of that Texas republican campaign fund-raising 














dinner at which Minority Leader Joseph W. Martin was imposed 





upon by backers of the natural gas bill. 





Result will be no 








gas bill this year. 


Martin was hauled down to Texas under 





trick. 


the billing (he didn't know it until it was too late for 
correction) as the republican who has put his party on 

the spot on the natural gas measure, and is to be relied 
upon to deliver a majority of his party-men in favor of 

the bill this year. 
party's policy and also swing its members into line didn't 
seem to strike the dinner planners as any particular 

But, then, the gas bill lobby has been marked for 
inexplicable mental processes before. 


How he could both run out on his 








> President Eisenhower was willing to accept the 





control. 


Congress went along. But when Ike was 
informed that the natural gas lobby had 
made a $2500 "campaign gift" to a Senator 
(who was going to vote for the measure, 
anyway) he vetoed it. 





7 The President announced then 
at he might approve the bill this year — 
Suming, he emphasized, that it came to 
im under cleaner auspices. Instead of 
tting matters take their course the GOP 
hairman for Texas staged the dinner with 
rtin as speaker, set the campaign chest 
oal at $100,000. The arrogance was not 
opped; it merely shifted from Washington 
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natural gas bill ridding the producers of Federal rate 





On its merits, a majority of both houses of 


the bill squeeze through Congress: Ike's 
reason for rejecting the bill last year 
was the fact that the oil lobby tried to 
influence one Senator; this time, the lobby 
Set out to buy a party. Ike's party, at 
that! Compounding the original sin, GOP 
Senate and House Campaign Committees an- 
nounced they'll be happy to accept the swag. 





» Organized labor's public rela- 
tions programs are not always successful, 
but they rarely can be classed as Stupid. 
The unions operate loudly, in the open, 
management attempts to be more subtle and 
frequently falls on its face. There are no 
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Texas. 


» There are a number of Capitol 
Hill votes which were wavering. It isn't 
clear-cut whether consumers would win or 
lose under the pending measure and many 
votes went for the bill on the sSay-so of 
its backers. But it must raise serious 
question in the minds of these doubtful 
voters when, year after year, heavy handed 

















parallels in union efforts comparable to 
trying to convince Senator Francis Case, 
the flinty conservative, that a $2,500 cam- 
paign gift on the eve of a vote ona subject 
in which the donor is vitally interested 
is unrelated to that vote. Case, as any 
good P.R. man could have told the gas lobby 
he would, reacted by exposing the offer, 
rejecting the money. And, incidentally, 
defeating the bill which he actually favored 

















methods are brought into play. The Minor- 
ity Leader said he still considers the 
bill a good one. But he made it emphatic 
that he isn't "delivering" votes and 
doesn't expect a majority of GOPers to go 
along. 








» National Chairman Meade Alcorn 
is shocked at the temerity of the Texas 
ng of the party and its $100,000 price 
on republican support. Not a cent of 
money will be accepted by the National 
mittee for campaign help, he made it 
forcefully emphatic. As to a veto, should 
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on its merits. 


> An error or judgment can be ex- 
cused. But the gas lobby hadn't supported 
Case openly in any of his previous cam- 














was a dead giveaway. And it could hardly 
be classed as a Simple error of judgment on 
the occasion when business interests sent 
fake telegrams to Congress urging defeat of 








the Holding Company Act. It was being 
"subtle"; phony names on telegrams sent 
from the same Western Union office in Penn- 
Sylvania! Judgement was involved, too-- 
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bad judgement--when employers placed slips 
of paper in pay envelopes attempting to 
scare employees into urging their Congress- 
men to defeat the Social Security Act. Man- 
agement was caught and exposed in all of 
these instances. What's next on the 


program? 

















» Political forecasters (who 
aren't always right) are revising upward 
their prediction of democratic party pickup 
in the House of Representatives based on 
the upcoming election. Louis Bean of Wash- 
ington, D. C., who didn't miss even on 
Truman to defeat Dewey, says 60 republicans 
will give way to democrats in November. Re- 
publican headquarters says only that the 
figure is too high; the implication is clear 
that the objective will be to hold down the 
demmies lead with no hope of reversing it. 
In the Senate a democratic pickup of several 





























lican Sid Simpson of Illinois, added: "I'll 
never be for anything like that." 





p» For a comprehensive course in 
union busting and Taft-Hartley Act eva- 
Sion, employers may be referred to the case 
of Field Representatives Federation vs. 
AFL-CIO. FRF is composed of organizers 
for AFL-CIO who took seriously the sugges- 
tion of the amalgamated unions that the best 
way for the workingman to improve his lot 
is to organize and engage in collective 
bargaining process. Better wages and im- 
proved working conditions were the familiar 
objectives. But with the shoe on the other 
foot, AFL-CIO resisted. Then FRF went to 
the National Labor Relations Board as they 
had so often urged other groups of working- 
men to do. Without waiting for NLRB to act 
on the petition, AFL-CIO cleaned house. 
About one-half the staff of organizers was 
































seats seems inevitable. 








> Whether these results will come 
to pass is for the future, but the expecta- 


pensioned off, or dropped from the payroll. 





>» FRF members work directly for 
AFL-CIO. Other organizers work for the 








tion is doing much to unite the democrats 
who are looking ahead to 1960, and to shat- 
ter the morale of republicans on Capitol 
Hill. The White House had to plead with Rep. 
Robert W. Kean to get the Administration's 
reciprocal trade treaty bill extension in- 
troduced under GOP auspices. Then he pre- 
sented it, reluctantly. Kean would like 

to be the U. S. Senatorial nominee from New 
Jersey this year. He has been in the House 
for about 20 years and is a smart politician. 
He saw Malcom Forbes, GOP nominee for Gov- 
ernor of New Jersey, slaughtered at the 
polls several months ago by Governor Meyner, 
democrat. The Ike-and-Dick combination 
went all out for Forbes and Kean obviously 
is weighing whether that's a help or excess 


baggage in the race. 



































p» Ihe White House has a farm pro- 
gram of sorts but it has run into the same 
problem with it that it encountered with re- 
ciprocal trade agreements. The man who 
finally accepted the burden of sponsorship, 
Rep. William Hill, Colorado republican, 
uttered the kiss of death: "I do not sup- 
port it." Another republican, Rep. Charles 
B. Hoeven of Iowa, head of the House GOP 
Caucus and amember of the committee on agri- 
culture, pushed the program closer to ob- 

















with 60 per cent of parity supports will ever 
come out of this committee." To which Repub- 
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units which make up the more-or-less uni- 
fied labor front. The latter category of 
jobs is a form of patronage through which 
the big union bosses maintain their control 
over the unions. The "organizers" usually 
keep the union well organized in favor of 
the big chief, see to it that the right 
people go to conventions and say "yah!" If 
organizers for headquarters are permitted 
to form a union and make demands which the 
law will back up if reasonable and based on 
true collective bargaining, the framework 
of "big fellows" weakens. The fawning ends 
and the demands begin. 


























» FRF has pleaded with the Execu- 
tive Council of AFL-CIO to sit down with rep- 
resentatives of the organizers and attempt 
to work something out. Many of those fired 
or pensioned have conducted themselves 
with such vigorous determination that they 
are not likely to find employment at their 
old trades in the industries they have buf- 
feted for years. The language of the peti- 
tion is touching: "We appeal to you, as mez 
of decency, honor and integrity to right the 
wrong the staff has suffered. The way to dc 
it is so simple. It is the way you have 
pressed on employers all of your lives—the 
Simple matter of employer representative: 
meeting with employee representatives to 
resolve the problems which might exist." 
At last report, no relief. 
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STRENGTH 
of the West in 
the Middle East 


— Nasser does not hold 
all the trumps 


BY JOHN H 







. LIND 








ORE momentous events have taken place in the 

Arab world in the last thirty days than at any 
time since the Suez Canal crisis fifteen months ago: 
Egypt and Syria have fused into a new country, the 
United Arab Republic; Iraq and Jordan have fol- 
lowed suit by forming the Arab Federation; The 
Soviet Union has made its largest loan to the Middle 
East by giving Egypt $175 million; and the Algerian 
independence struggle has now officially changed 
from a French domestic issue into an international 
one, 

There is an interconnection between all these de- 
velopments, and in order to appraise them correctly 
they must be viewed together against the background 
of the entire political and economic situation in 
Western Asia and North Africa. 

Let us start by focusing on the Egyptian-Syrian 
merger. This has been given a great deal of publicity 
in the West, and is generally regarded as a major 
victory for the Egyptian dictator Abdel Gamal 
Nasser. Though there is some truth in this version, 
it is a considerable oversimplification. For, the found- 
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ing of the United Arab Republic has created at least 
aS many new problems for the Middle East’s most 
dynamic and ambitious leader as it has solved. 

Nasser is, of course, fully aware of the tremendous 
psychological impact of the idea of union in the Arab 
world. One single independent Arab nation has been 
the dream of all Arabs with any political awareness 
ever since the days of the Turkish hegemony over the 
Middle East. The foundation of the Arab League in 
1945 was the first concrete steps towards this goal; 
the common anti-Israel policy among all Arab na- 
tions was the second. Yet, neither of these was 
enough to overcome the many basic cleavages which 
separate the various Arab nations from each other. 

Now, Nasser, whose prestige in the Middle East 
had been somewhat dented by the heavy losses in- 
flicted upon his army by the Israelis in 1956, has 
hitched his star once again to the irresistible dream 
of Arab unity in the hope that it will both increase 
his domain and bring him one step closer to the 
realization of his ultimate ambition—to become the 
ruler of the entire Arab world. 
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The Weakness in the Egyptian-Syrian Union 


Whether the union of Egypt and Syria was such 
a step is actually quite debatable. It may well turn 
out to be the biggest stumbling block to Nasser’s 
further expansion plans. For the United Arab Re- 
public has been founded upon such basic violation 
of the principles of unification and federation and 
gives Egypt such complete and utter dominance over 
Syria that other Arab countries may well prefer 
their present state of precarious independence to the 
kind of merger offered them by Nasser. 

Here is what happens to Syria under the merger 
charter: It will lose its identity completely ; the capi- 
tal of the new country will be Cairo; its chief execu- 
tive will be the President of Egypt who will per- 
sonally appoint all members to the 400-seat Assembly 
of the United Arab Republic; Syria must adopt the 
same one-party system which exists in Egypt; finally, 
Syria will lose its seat in the U.N. and all other 
international rights as an independent power. In 
theory, she will, in return for abdicating her inde- 
pendence, have a voice in the determination of the 
United Arab Republic’s destinies. However, in prac- 
tice it seems quite clear that the Egyptian ruling 
circles have no intention to share their power with 
anyone else. Thus, for all intents and purposes, 
Syria has now been relegated to the status of an 
Egyptian province. It will not even receive any 
significant economic benefits from the merger, since 
the Egyptian and Syrian economies are not com- 
plementary but are both capital-short, non-indus- 
trialized and must rely for most of their foreign 
exchange income on cotton exports. Furthermore, 
since they have no common border, or even direct 
land connection, even the establishment of a common 
market between the two countries will have little 
effect on the trade pattern of either of them. 


Why Syria Accepted Unification 


What, then, has caused the Syrian rulers to request 


pected a better deal from their ally in Cairo than 
they got. But, as Nasser knew, they were not in a 
bargaining position. Syria has been governed for the 
last year by a coalition of the ultra-nationalist Baath 
(resurrection) Party and the Communist Party. As 
is usual in such coalitions, the Communists were 
getting the upper hand and made preparations to 
take over completely. Obviously, the Baath Party 
could not ask support from the West which it had 
traditionally attacked in terms no less scathing than 
the Communists; in fact, common hate for the West 
was the cement keeping the coalition together. Thus, 
the only place it could turn to was Cairo which, 
despite its pro-Soviet foreign policy, had managex 
to suppress all domestic communistic activity. Since 
the fusion introduces the Egyptian one-party systen 
in Syria too, it means the end of the Middle East’: 
only openly operating Communist party. This ha 
already been grudgingly acknowledged by Khale 
Bikdash, Syria’s Communist leader who has taker 
himself and his family to the Soviet Union where 
like so many Communist leaders before him, he wil 
wait for his chance. 

This does not mean that the Soviet Union ha 
changed its hitherto ultra-friendly attitude toward 
Cairo. The USSR’s prime interest in the Middl 
East is not to establish local Communist regime: 
although, eventually, it will do that too) but to mak« 
the West’s position as untenable as possible by sup 
porting all anti-Western movements. Thus, the 
phyrric victory of the Baath nationalists over th 
Communists in Syria will not bring about a diminu 
tion of Soviet economic and political support for 
Nasser’s regime. 


Nasser Faces Unrest in Syria 


Nevertheless, Nasser’s position in the Middle East 
has probably been weakened by the Egyptian an 
nexation of Syria. For one thing, not every non 
Communist in Syria is happy about the end of Syriar 
independence which had been achieved just 13 years 


























the merger? For one thing, they undoubtedly ex- ago after bitter battles with the French army 
According to reports from neutra 
— sources in the Middle East, scores 
The Countries of the Middle East yo! opponents, particularly among 
|} the Army officer corps, had to be 
AREA arrested. Of course, the Syria 
Sq. Miles Sq. Kilometers POPULATION CAPITAL svovernment has charged that the 
| : } — nee . 4 ey: 
| EGYPT 381,101 1,000,000 23,410,000 Cairo U.S. had financed the oppositior 
| (Cultivated Area) (13,606) (34,824) and that Turkey and Israel were 
| TURKEY 296,185 767,119 24,797,000 = Ankara also involved in it. B . Bent 
also involved in it. But the fac 
| IRAN 629,343 1,630,000 22,307,000 Teheran age tot Ag ons eae tea 
| IRAQ 168,114 435,415 5,200,000 Baghdad is that besides Arab nationalism 
| ISRAEL 8,108 21,000 1,924,000 Jerusalem there is also Syrian nationalism 
| SYRIA 72,331 187,337 3,970,000 Damascus The opposition to the merger is 
bennaeaet ams 10,400 1,425,000 Beirut a manifestation of the complet: 
~- — — —_ =e suppression of this more loca 
CYPRUS 3,572 9,251 526,000 _— Nicosia . - ‘ we 
ARAB PENINSULA 1,228,916 3,182,892 12,203,000 type of nationalism. It is likely t: 
SAUDI ARABIA 927,026 2,401,000 6,000,000 = Ryadh give Nasser quite a few headache: 
ADEN Colony 80 207 100,000 Aden ‘ 
ADEN Protectorate 121,995 315,968 650,000 
| MUSCAT OMAN 82,008 212,400 550,000 Muscat The Other Arab States 
TRUCIAL OMAN 5,792 15,000 76,000 (6 Principalities) 
KUWAIT 8,000 20,719 200,000 Kuwait But the biggest blow to Nasse 
Gare eae a2,000 17000 = Dehe has been the reaction to th 
BAHREIN 231 598 110,000 Manama -s94 : a : : 
: —_—_. a United Arab Republic in the resi 
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The figures (area and population) for Iran, Syria, Jordan, and the Arab Peninsula are weeks after he had swallowed u} 
| estimated. Syria, Iraq, the area’s most pro- 
: Western country, replied by merg 
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ing with Jordan into the Arab Federation. The dif- 
ference betwen these two mergers is a study in con- 
trasts which no Arab is likely to forget. In the first 
place, the union between Iraq and Jordan is eco- 
nomically, geographically and ethnologically a natu- 
ral development. It will create a single new land 
area from the Turkish border to the Gulf of Aqaba. 
Iraq, as a large oil producer, has a capital surplus 
hich can be invested in Jordan which has almost 


Ww 

no capital. Jordan, in turn, has a labor surplus which 
could be syphoned off by Iraq for its billion dollar 
economic development scheme, financed out of oi! 
revenues. Thus, Jordan whose population has about 
the same 5 ratio to Iraq that Syria’s population has 
to Egypt, is bound to benefit much more by merging 
with Iraq than Syria does by uniting with Egypt. 
Yet, Jordan will have complete equality with Iraq 
i) the new state. The two countries will become a 
t)ue co-dominium in which Bag- 


diad and Amman will be co-equal 


licanism and anti-feudalism. Since constitutional re- 
forms in Yemen are pretty much out of question, 
Nasser’s association with it may well lower his 
prestige still further among the young intellectuals 
and nationalists in the Middle East who have always 
looked to Nasser to liberate the Middle East of the 
type of regime represented by the Imam of Yemen. 
For the Imam, on the other hand, the reason for 
joining the new country is quite understandable. His 
main ambition in life is to drive the British out of 
the Aden Protectorate which borders on Yemen. If 
he can directly involve Egypt and Syria in this 
undertaking, his membership in the United Arab 
Republic will have been well worth the price of 
admission. 

How have all these dvnamic changes affected the 
position of the West in the Middle East? As far as 
can be seen at this early date, they have weakened 








c.pitals, with the Cabinet meet- 
ings (in which the two countries 
will be equally represented) held GREECE 
half the year in one capital and |, 
half the year in the other. Fur- 
tvermore, each country will not 
oily retain its own Parliament, | «ce 
but will elect from among its 
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King Faisal of Iraq, but his 
usin King Hussein will keep his 
rone in Jordan and will have 
own prince status in the federa- 
tion. 


The Two Types of Merger 


Thus, the Arab peoples were 
eated almost simultaneously to 
sampling of two types of merg- “ose eis 
ers: one unnatural annexation, : a same.” 
eminiscent of the Anschluss, in _ [/-1-:] Sib *ss4ed?ect 
hich the smaller country totally CAA Zsyrtien bre 
lost its identity and one genuine | | om ena 
federation of two countries on a © rma 
completely co-equal basis, regard- 
ess of size or population strength. 
The comparison makes Nasser’s 
United Arab Republic look “al- 
nost like a fiction besides the 
hard practical realities of the new Hashemite fed- 
eration”, according to an astute local observer. 
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Nasser’s Yemen Problem 


The fact that Yemen will probably join the United 
\rab Republic will not help to restore Nasser’s loss 
n prestige. For Yemen is likely to prove more of 
in embarrassment than an asset to Egypt. Aside 
rom the fact that it has no common border or land 
onnection with Egypt and that it is so abysmally 
wor and backward that by comparison Egypt is a 
‘ich, progressive country, it is probably the most 
nedieval and most absolutist monarchy anywhere in 
he world. This country will now submit to the 
verall leadership of Col. Nasser who has over- 
hrown the far more progressive King Farouk and 
s the Middle East’s foremost exponent of repub- 
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it in some aspects, but have considerably strength- 
ened it in others, with the net result that our overall 
position is probably stronzer now than it Was Just 
before the series of mergers. 


Where Does the West Stand Now? 


On the negative side is the fact that an uprising 
of pro-Western elements against the present govern 
ment of Syria, which had been a distinct possibility, 
has now much less chance of success, since it would 
be quelled by the Egyptian government. Thus, Syria’s 
strong hostility to the West is likely to continue for 
the foreseeable future. Furthermore, little Lebanon, 
completely engulfed by Syria, will come under in- 
creasing pressure to join the United Arab Republic. 
This would be a distinct loss to the West, since 
Lebanon—the only Arab (Please turn to page 714) 
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feats by overcapacity, a general decline in con- 
sumption caused by the business recession and 
the continued rise in wage rates, paper manufactur- 
ers face a trying year of adjustment in 1958. The 
profit squeeze will become intensified, because of the 
difficulty in passing along to customers new rises in 
freight, wages, etc. and consequently some paper 
companies may be forced to reduce dividends, in 
order to conserve working capital. 

In the future, the paper industry will again be 
able to demonstrate that it is a growth industry, with 
a renewal of the gains in volume and earnings shown 
since the end of World War II. But in the months 
immediately ahead, the industry’s price structure 
will be sorely tested under the fire of increasing com- 
petition for available business. 

Paper manufacturers generally feel confident that 
they will be able to surmount the intensified cost 
absorption problem that will arise this year when 
wage settlements are reached with the unions. But 
until the general economy reverses the present de- 
cline, paper companies will not have completed their 
test, although it is apparent that the industry has 
matured greatly in the last ten years. In this period, 
the process of integration has placed control of the 
industry in stronger hands. It may well be, therefore, 
that the industry with its high state of mechaniza- 
tion will be able to obtain moderate price relief to 
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PAPER INDUSTRY 
Under Adjustment 


BY PHILIP DOBBS 


offset, in part at least, higher costs which are shap- 
ing up. But the conservative investor must still await 
proof that the present recession will not disrupt 
dividends and financing plans. 

Such conservatism is called for since the demand 
for paper has apparently met with a secondary decline 
since the end of 1957. This has resulted not only 
from inventory cutting by consumers, but from 
declines in consumption of paper by basic indus- 
tries such as automobiles, appliances and textiles. 
The operating rate of paper companies, which had 
recovered to over 90 per cent during the pre-Christ- 
mas season, had fallen by early February to less 
than 84 per cent of capacity while board producers 
were operating at only 82 per cent. Such a decline is 
certain to result in sub-normal earnings reports for 
the first quarter, and possibly for the rest of 1958 
particularly in view of the rise in the industry’s 
break-even point through cost absorption since 1956. 

Beginning in the second half of 1956, the paper 
industry sustained a sharp dip in demand which was 
caused almost entirely by inventory cutting on the 
part of consumers. This dip actually preceded the 
general decline in the economy. It came because the 
enormous paper expansion program of 1955-1957 
enabled the industry to meet all requirements at a 
time when customers had stocked up heavily to avert 
shortages. 
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| Statistical Data on Leading Paper Companies 
Earned Per Share Dividend Per Share 
Net Sales Net Profit Margin Indicated Price 
1956 1957 1956 1957 Current Range Recent Div 
(Millions) % % 1956 1957 1956 Rate 1956-1957 Price Yield 
| Champion Paper & Fibre $ 84.7! $ 84.2! 8.7%! 7.1%! $1.62! $1.31! $1.15 $1.20 38 -31'2 36 3.3 
Contain Corp. of Amer. 276.0 256.1 6.6 5.6 1.71 1.36 81 1.00 2078-16'2 18 5.5 
Crown Zellerbach 462.3 460.6 10.8 8.2 3.53 2.66 1.80 1.80 58'2-40's 45 4.0 
ederal Paper Board Co. 39.4- 40.8- 7.5- 6.7- 3.32- 3.11- 1.80 2.00 3678-29 31 64 
Fibreboard Paper Products 94.8- 96.2- 4.6- 3.4- 2.93- 2.07- 1.05 1.20 32 -19%4 25 4.8 
| Great Northern Paper 51.3- 50.4- 9.2- 5.2- 4.34- 2.30- 3.00 2.40 85 -45's 46 5.2 
i Hammermill Paper Co. 36.7- 33.3- 8.2- 4.7- 2.86- 1.38- 1.50* 1.50 45'4-20'2 24 6.2 
international Paper 731.4- 715.5- 9.2- 7.5- 5.48- 4.38- 3.00' 3.00' 109'2-82'2 90 3.3 
Kimberly-Clark Corp 155.1! 163.5! 8.1! 7.6! 1.49! 1.47! 1.80 1.80 50'2-40'2 49 3.6 
Lily-Tulip Cup 55.8- 61.7- 8.9- 8.3- 3.18- 3.26- 1.60 1.80 67'2-50 65 27 
Mead Corp. 145.6 148.7- 6.9- 6.2- 2.74- 2.28- 1.35! 1.60 40'2-33 35 4.5 
Minnesota & Ontario Paper 78.0 82.0 99 72 3.01 2.31 1.40 1.60 3534-20°4 24 6.6 
Oxford Paper 61.6 58.6 7§ 5.7 5.43 3.05 1.85 2.00 43 -24 29 6.8 
Rayonier 137.8 117.5 10.1 5.3 2.65 1.13 1.40 80 3458-14 16 5.0 
St. Regis Paper 369.0 360.0 6.8 5.8 3.04 2.50 1.90 1.40 48'4-23'2 30 44 
Scott Paper 200.0- 204.6- 8.2- 77- 2.05- 1.97- 1.85 2.00 64'2-52 56 3.5 
| Sutherland Paper 64.6 61.0 6.3 5.1 3.85 2.93 2.00 2.00 43'4-27'4 33 6.0 
> Union Bag-Camp Paper 163.0 160.7 13.2 11.2 3.02 2.49 .90 1.20 37'8-26'4 31 3.8 
W. Virginia Pulp & Paper 187.6" 191.2" 8.7” 6.2” 3.19" 2.31” 1.55 1.60 47'2-32 32 5.0 
(Note:) Both Dixie Cup (6/19/57) and 
—6 months. ’—Year ended October 31 Marathon Corp. (12/3/57) sold 
| —First 9 months 41—Plus stock. Co. assets to American Can Co 
Champion Paper & Fiber: Important producer of white and book paper Lily-Tulip: Estimated net of $4 a share for 1957, against $3.88 in 1956 
has conservative dividend covered by wide margin, but estimated earnings Barring major recession, shoud hold earnings relatively stable, owing to 
around $2.50 a share, will be somewhat below lost fiscal year earnings strong consumer oroduct position. A 
of $3.14. B3 
Mead Corp.: Company has strengthened position in container field, thus 
hap- Container Corp.: Largest unit in the paperboard container industry; sales controlling new outlets for its board products. Lost Crowell-Collier business 
titi, have been outrunning gains in gross national product. Diversified output in 1957 and estimated net dipped to $3.00 a share in 1957 from $3.65 in 
Walt in container field. Current decreased output for paper board points to 1956. 83 
rupt lower net in 1958. B3 
I Minnesota & Ontario Paper: Despite higher dollar sales, profit squeeze on 
Crown Zellerbach: This strong West Coasi producer, second largest in the newsprint has cut earnings. Soles of its Insulite building board should 
industry, has invaded Middle West morkets. Net in 1957 was $2.66 a gain if home construction improves. B83 
land share, agoinst $3.53 in 1956, despite only slight dip in dollar sales, reflect 
‘lin > ing shorp profit squeeze. A3 Oxford Paper Co.: Net showed sharp drop to $3.05 a share in 1957 
: € against $5.43 in 1956, reflecting higher costs. Makes book and magazine 
onlv Federal Paper Board: This boxboard producer has managed to hold earn paper 
cae ings even to 1956 level through first nine months, indicating strong sales 
rom position and low break even point. B2 Rayonier: Following aggressive expansion in pulps for textiles, tire cord 
dus- and cellophane, company has sustained sharp drop in volume and earn 
a Fiberboard Paper Products: This West Coast producer has sold high cost ings. Net for full year 1957 amounted to $1.13 per share against $2.65 
iles. New Jersey plant which should help profit margin in 1958 and offset for 1956. B83 
lower sales 3 
had St. Regis: Third largest paper moker, St. Regis is tapering off on aggressive 
rist- Great Northern Paper: Drough* caused severe power shortage in 1956 expansion program. Net last year of $2.50 a shore may be improved 
7 ! to this newsprint company contributing to shorp drop in earnings to around somewhat this year, if profit squeeze is not intensified. Has facilities for 
less $2.30 a share in first nine months, against $4.34 in 1956. More water now gain in volume of 60 per cent by 1960. 83 
ae available should assure better production and earnings in 1958. B3 
cers Scott Paper: Emphasis on consumer products have kept earnings oround 
sc Hammermilil Paper: Largest producer of fine papers, company’s net dropped $2.55 a share, (estimated) aaainst $2.78 in 1956. Has shown great stability 
le 1S 
— shorply to about $2.04 a shore largely due to a strike last year and inven plus growth in the past. A3 
for tory adjustment by customers. Should improve moderately on this in 
~ 1958. B3 Sutherland: Maker of folding cartons has sustained only moderate dip in 
c 
958 earnings in 1957 B3 
rv’s International Paper: Largest producer has shown dip in earnings in 1957 
a, Big expansion program in Southern newsprint. Earnings have been fairly Union Bag-Camp Paper: Leoding producer of diversified kraft products 
956. well maintained, wiih $5.70 indicated for last year, against $6.84 in showed dip in net lost year to $2.49 a share against $3.02 in 1956. Bag 
pe | 1956. A3 products usually resist recession well. 83 
iper 
was Kimberly-Clark: Strong position in consumer specialties, such as Kleenex West Va. Pulp & Paper: Increased integration has improved earnings poten 
as and Kotex, enabled company to avoid profit decline, with net of $2.90 a tial. Showed net of $2.31 ao share in fiscal 1957, cgainst $3.19 in 1956 
the share in 12 months ended Oct. 31 last. A2 Current fiscal may show dip to around $2. A3 
the 
the Ratings: A—Best grade. 1—Improved earnings trend. 
957 B—Good grade. 2—Sustained earnings trend. 
ita C—Speculative. 3—Lower earnings trend. 
vert ; D—Unattractive. 
' ™ — — 
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Foiiowing this inventory cutting cycle, which 
ended in the first half of last year, the paper industry 
made a partial comeback in the second half of 1957, 
although it failed to show the growth which it had 
manifested in the period from 1954 to 1956. Now 
a new decline in production, caused by decreased 
consumption, has begun. 

For 1957 as a whole, output of paper and board 
dipped to 30.7 million tons, or about 2 per cent less 
than the all-time peak reached in 1956. The indus- 
try’s capacity meanwhile rose from 31.9 million tons 
a year at the end of 1956 to 34.1 million tons at the 
end of 1957. A further rise of between 1 and 2 
million tons in annual capacity appears unavoidable 
this year, in spite of efforts of paper companies to 
stretch out their programs. 


Demand in 1958 


Indicated demand for paper this year, as shown 
by the drop in the industry’s operations, appears to 
be around 29.5 million to 30 million tons, assuming 
that business does not fall below the January-Febru- 
ary level during the rest of this vear. The current 
rate of output, between 80 and 85 per cent of capac- 
ity, would work out to annual production of only 28.5 
million tons. But assuming that part of the recent 
decline in output has been caused by inventory cut- 
ting, it is possible that production this year could go 
as high as 30 to 30.5 million tons, although some 
improvement would be needed in the business climate 
to bring this about. 

Projections have been made by industry sources 
and by the Government that by 1965, output will be 
10 per cent higher than in 1956, or around 43 million 
tons, to meet the demand, assuming that the econ- 
omy is prosperous, and growth in demand continues 
at the postwar rate. But such long range projections 
can sometimes show important errors, as has been 
demonstrated by what has happened to the demand 
for appliances, automobiles and other consumer 
products during the last two years. In view of such 
disappointments, it is questionable whether inves- 
tors should begin to discount such future growth, 
particularly at a time when the industry’s operating 
rate and earnings have shown the second dip within 
two vears. 

The big imponderable at the moment is the pricing 
question. If a new wave of inflation were to sweep 
the country, as a result of large wage rises, easy 
money, tax cuts and an unbalanced budget, paper 
prices would undoubtedly be swept along. 

Such a development, however, does not seem likely 
for the immediate future. Meanwhile, paper com- 
panies will have to face the realities of the market- 
place, where marginal paper producers may start to 
shade prices in order to book orders. In any event 
price rises wil] be more difficult to maintain than in 
1956 and 1957. 


The Profit Squeeze 


The extent of the profit squeeze last year is shown 
by annual reports of some of the leading companies 
which have already appeared. The industry’s profits 
in 1957 were 18 per cent lower than in 1956, accord- 
ing to an estimate by the Federal Trade Commission. 
Since tonnage was down only 2 per cent and dollar 
sales of the industry were off only about 1 per cent 
to around $10.5 to $11 billion last vear, it is clear 
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that the industry has failed to offset rising costs in 
labor, freight and materials by a substantial margin 
Higher depreciation charges and starting up costs 
on new mills were also factors in reducing profits. 

Increases in prices of various grades of paper last 
year ranged from nothing at all on wrapping tissu: 
to 4.2 per cent for printing paper, A-1 machine fin 
ish. The average increase for the group of pape) 
and board products in the Bureau of Labor Statistics 
index was only 2.6 per cent or less than one-half of 
cost rises. Most of these price rises, moreover—sucl 
as on wood pulp, paperboard and paper bags did not 
occur until October, and as a result, the squeeze was 
worse prior to such price relief. Fourth quarte 
earnings, however, were sweetened by the pric: 
rises. 

This year, new cost rises are coming into the pic 
ture and the operating rate is lower than the average 
for last year. A minimum wage boost of 7!. cents 
per hour—the amount of the settlement offered by) 
the British Columbia mills appears likely to be ef.- 
fected in May and June in this country. Strikes ma) 
occur at paper mills here, if the union demands are 
too high, and mills resist the unions. 

This means, that if the industry is to avoid a dam 
aging decline in profits, with possible attendant re 
duction in dividends, it will have to raise prices of 
paper at that time. 

This would come in the midst of a period whe 
the automobile industry will probably be presenting 
a united front against a new inflationary rise in 
Wages in its industry, and at a time when the print- 
ing and publishing industries will be meeting severe 
competition from other media. Hence, it seems likely 
that at best, the paper industry will be able to obtain 
only partial price relief for new labor costs at that 
time. It will have to show strength prior to then in 
industry solidarity to assure such partial relief. 


Earnings and Dividend Changes 


Already, several paper companies have had to re- 
duce their dividends, owing to the combined effects 
of the profit squeeze and the large scope of their 
capital investment programs. St. Regis, which had 
slowly boosted its quarterly dividend 5 cents at a 
time to 50 cents from 1954 until 1956, decided to 
trim its payment early last vear to 35 cents at one 
step. Although the dividend was more than covered 
by last year’s earnings of $2.50 a share, (1956 earn- 
ings were equal to $3.04) St. Regis directors felt 
that the cut was desirable. A large factor in this 
dividend cut was the action of the company in ac- 
quiring two large lumber companies, J. Neils Lum- 
ber and the St. Paul and Tacoma Lumber Company, 
to assure pulp supplies for expansion in the 1960s. 
With lumber earnings at a low level, the effect was 
to dilute St. Regis share earnings for the next year 
or two. For 1958, assuming business will be equal 
to that of 1957, St. Regis is forecasting earnings of 
$2.75 to $3 a share, with the indicated improvement 
over 1957 arising from slightly better results of the 
lumber companies, and increased production from 
new mills. 

This year, Brown Company has sliced its dividend 
to 15 cents from 25 cents, citing the drop in earnings 
that had resulted from the cost-price squeeze. Bemis 
3rother Bag Company this vear has cut the dividend 
from 50 cents to 40 cents quarterly and this may 
not be too secure. (Please turn to page 712) 
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BY HAROLD M. EDELSTEIN 


= SEEMINGLY never-ending quest to get nowhere faster is 
I spurring a concerted industrial drive to produce new and 
exotic fuels from chemicals, metals, solar energy, electricity and 
nuclear energy. But whether the new field will be a bonanza is 
still conjectural and a source of continuing concern for manage- 
ment teams in the chemical, petroleum and aircraft industries. 

[he reasons for the concerted efforts now being made are essen- 
tially military, but what disturbs industry leaders is that there 
scems to be little potential civilian market for most of these fuels 
once they are developed. Actually, our Explorer satellite and the two 
tussian Sputniks were launched with “conventional” rocket fuels 
eveloped by researchers during the thirties—and these mixtures 
of alcoho] or kerosene and oxygen are adequate to perform most 
of today’s rocket feats, short of manned space ships. 

But from a military standpoint today’s rocket fuels are highly 
unsatisfactory. In a liquid state they require that the missile 
contain a veritable maze of plumbing to handle the intricate flow 
of the fuel’s ingredients into the engine’s firing chamber—and an 
uncomfortably long period of time is eaten up pumping fuel into 
the missile before take-off. In addition, because of the complexity 
of the mechanisms, time consuming count-downs are necessary 
before the rocket can be launched with any degree of certainty. 

The solid fuels, on the other hand afford the tremendous ad- 
vantage of simplicity and can be fired immediately, but they also 
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have their drawbacks. For one thing they are not as powerful 
as the liquid propellants, and for another, their burning properties 
are less stable than the liquids. 


To overcome these difficulties, research is progressing along 
several lines in literally scores of laboratories across the country 
(and probably in Russia as well). Moreover, several companies 
actively engaged in one or more areas of rocketry are beginning 
to pool their resources and know-how to speed up the process of 
development and to cut down the tremendous investment required. 


New Companies 


Within the last month, for example, Phillips Petroleum an early 
pioneer in hydrocarbon-based rocket fuels, joined hands with 
North American Aviation to form Astrodyne, Inc. The combination 
of Phillips’ fuel knowledge and North American’s missile engine 
technology—centered in its Rocketdyne Division—should enhance 
the chances of perfecting a suitable solid fuel. Along the same 
lines, Thiokol Chemical, a pioneer in solid-fueled rocket engines 
has recently teamed with Callery Chemical—one of the few compa- 
nes actually preparing to produce new fuels—in a joint program 
to develop boron-based solid fuel engines. More recently, Thiokol 
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announced its intention to merge with Reaction 
Motors (50% owned by Olin-Mathieson), one of 
the nation’s principal experimenters in liquid-fueled 
engines. 

In addition to these new combinations, the na- 
tion’s producers of boron—the raw material for the 
promising borane fuels—are entering into joint de- 
velopmental ventures with several important com- 
panies. American Potash and Food Machinery & Chem- 
ical have become partners with National Distillers 
& Chemical in AFN, Inc., in an attempt to perfect new 
power sources; and Stauffer Chemical, another boron 
producer has teamed with General Tire’s Aerojet- 
General, a major solid fuel rocket manufacturer. 


Small Output of Zip Fuels 


All of these new ventures have barely begun to 
take shape, however. The principal source of exotic 
fuels in the near future, therefore, will emanate 
from a few new facilities scheduled to begin produc- 
ing in 1959. The Air Force and the Navy have in- 
vested $100 million of public funds in installations 
to be run by Olin-Mathieson Chemical and Callery 
Chemical (25% owned by Gulf Oil) for the produc- 
tion of borane fuels, but this high investment is 
going to bring small returns in terms of output. 
The total daily production of these plants would be 
sufficient to provide about one-quarter of the total 
fuel load for the giant bombers of today, and would 
be insignificant in a major missile. Actually an out- 
lay of several billions of dollars would be needed 
to obtain production capable of servicing the require- 
ments of an operational bomber unit. 

For experimental purposes, however, output will 
be adequate, especially if the attempts to build effi- 
cient, boron-based solid fuel engines are to be 
crowned with success. 

Both Callery and Olin-Mathieson are in a better 
position than most researchers in the field, in that 
a commercial market can be envisaged for boron 
fuels. Of course no aircraft has ever been flown 
with only a chemical fuel—and none will be until 
North America Aviation’s prototype WS110 chem- 
ical bomber has been perfected, but the military has 
employed the new fuel as an additive to regular jet 
fuel. Used in this way, the efficiency of a standard 
jet engine can be improved by as much as 40 per 
cent—a significant amount that the world’s airlines 
are well aware of as they swing over to jet plane 
operation. 

Thus a potential civilian market exists, but costs 
will have to come down considerably before the 
boranes are commercially feasible. 


Newer Fuels Needed 


The boron fuels answer several present needs, 
and have the most important advantage of becoming 
available soon. But from the military viewpoint— 
and from the standpoint of missile design—we must 
go far beyond the boranes before manned-space 
flight, manned-satellites and trips to the moon can 
become a reality. Already rockets are reaching the 
unwieldy stage in terms of size and bulk, and they 
will get worse before they get better. The Vanguard, 
for example, is seventy-two feet long, and requires 
three separate rocket engines to deliver a twenty 
pound sphere perhaps a thousand miles into space. 
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To increase the payload would necessitate an even 
larger rocket, more engines and much more fuel. 
The solution therefore lies in more powerful prope)- 
lants that can do the job with less bulk. 

Scientists have long known that the theoretical 
limits of chemical propellants are about 400 pounds 
of thrust for each pound of fuel burned per second. 
But we haven’t come close to that kind of perform- 
ance yet. Our standard liquid fuels have a thrust of 
about 265; the solids about 250. Better results could 
be achieved with hydrogen as the basic fuel, but 
it has so far proved impossible to handle. Berrylium 
is next best but poses almost as many problems as 
hydrogen and is highly poisonous to boot. Boron is 
next in line, explaining its popularity today, but i 
can’t compare to the potential power of the others 
Nevertheless boron can be worked with compara- 
tively safety, and that’s an important advantage. 

Hope has not been lost, however, for hydrogen as 
a propellant and the Air Force has numerous re- 
search projects experimenting with liquid hydrogen. 


Importance of Oxidizers 


Paralleling the search for more potent fuels is 
the quest for better oxidizers than oxygen. Allied 
Chemical and Pennsalt Chemicals are active in fluorine 
research, considered one of the best potential oxi- 
dizers and report substantial progress. One of 
fluorine’s principal drawbacks is its highly corrosive 
properties, but recent success in shipping liquid 
fluorine has raised hope that this disadvantage has 
been overcome. 

The search for better oxidizers is vital from a 
military standpoint and is attractive to chemical! 
companies because there are commercial applica- 
tions for much of the fruit of their labors. As 
matter of fact, the producers of liquid oxygen, the 
most frequently used oxidizing agent, have found 
the rocket field a profitable adjunct to their former 
oxygen products business. Air Products, a smal] but 
aggressive producer has developed a miniature oxy- 
gen producing plant that can be set up at a missile 
installation, obviating the need for shipping the 
liquid over long distances. The company has installed 
several units already and may be called upon to 
place more in operation in NATO countries. 

The Linde Air Products Division of Union Carbide, 
the largest producer of oxygen, is the biggest sup- 
plier for the missile program, but Air Reduction and 
National Cylinder Gas also provide substantia! 
amounts that contribute handsomely to profits. 


Profit Potential 


Outside of the oxygen producers, there are few 
actual profits being reaped from the zip fuel field 
Olin-Mathieson is a major producer, and one of the 
original developers of hydrazine, an older standard 
rocket fuel, but the company derives more financia! 
benefits from non-fuel uses for the chemical. Some 
profit may be forthcoming for both Olin and Caller 
when their boron fuel plants are completed, but sig 
nificant profitability seems a long way off. 

Thiokol Chemical, before its proposed merger 
with Reaction Motors reaped virtually all its profits 
from the field of rocketry and especially from solid 
fuels. However, it must be emphasized that Thioko! 
is a small company whose total activities would no 
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have a significant impact 


ee ee Companies with a Stake in Zip Fuels 

in the same field. Neverthe- Liquid 

less, Thiokol’s stockholders Principal Line of Business Type of Fuel or Solid 
have been well rewarded. Propelient 
Earnings bounded upward Air Products Industrial Gases & Equipment Liquid Oxygen Liquid 
from 45¢ per share in 1953 Air Reduction Industrial Gases & Chemicals Liquid Oxygen Liquid 

to approximately $2.50 per Allied Chemical & Dye Chemicals Nitric Acid Liquid 
share in 1957. Moreover in , liquid Fluorine §=— Liquid | 
a dition to several stock Amer. Potash & Chem. Producer of basic chemicals Boron, Lithium Solid 
livid ds. holders have Beryllium Corp. Beryllium products Beryllium Solid 

( idenas, . 5 : Brush Beryllium Co. Produces beryllium alloys Beryllium Solid 
watched the price of their DuPont Top ranking chemical producer Nitric Acid Liquid 


ock jump from about $12 Food Machy. & Chem. 





two years ago to over 80 in Foote Mineral Industrial ores and chemicals Lithium Solid 
1957, before a two-for-one General Dynamics Aircraft mfg., submarines and electronics Liquid Oxygen liquid 
stock split | General Electric Leading factor in electrical equipment Boron Solid 
: § ° . P Gulf Oil Large international oil unit Boron Solid 
t seems clear therefore, sass od , Boron Solid 
that regardless of the ul- Mereules Powder Stvereified chemiente, explosives Nitric Acid Liquid | 
timate profit potential in | Lithium Corp. of Amer. Lithium compounds Lithium Solid 
these new fuels, there is [| Metal Hydrides, Inc. Calcium, Zirconium, Titanium a ae 
‘ . ,e ry « we « « on | 
i iple spec ulative appeal. ! | Mine Safety Appliances 75% ownership Callery Chem. safety appliances Boron Solid 
Of course, the nation’s | National Cylinder Gas Oxygen and acetylene gases Liquid Oxygen Liquid 
tnree borax producers are | National Dist. & Chem. Liquor distiller, chemicals Boron Solid 
t nefiting from the new Olin Mathieson Chem. Chemicals, drugs ond diversified products Boren ' Solid 
souree of demand for their | lieth saiicainaiadaaian persue avid | 
, ‘ . | Pennsalt em. Corp. ndustrial chemica!s Liqui vorine ~iqui 
: — wine ge S eo Stauffer Chemical Industrial and agricultural chemicals Boron Solid 
ical, e wor as largest pro- | Thiokol Chemical Produces synthetic rubbers, plasticizers & chem. Boron Solid 
ducer of borax recently é bid Major chemical, alloys, industrial gases and Liavid © lievid 
completed a $20 million Union Carbide diversified products ae Saygen ae | 
conversion to o pen-p it | U.S. Borax & Chemical Boron and potash products Boron Solid 
operation and established a |} Wyandotte Chem. Corp. Basic chemicals, detergents Boren Solid | 


new million dollar research 


Diversified producer of machinery and chemicals Boron Solid 
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laboratory to explore new 

uses for its product. Like Thiokol, the sudden in- 
terest in rocket fuels skyrocketed U.S. Borax’s 
stock from about $31 per share in 1956 to a high of 
7634 in 1957, but the realization that large-scale 
demand for fuel purposes was still a way off soon 
burst the bubble. Nevertheless at 40 the stock is still 
selling at 35 times estimated 1957 earnings. 

Stauffer Chemical and American Potash, the other 
borax producers also had substantial upswings and 
subsequent drops, but in each case the movement 
was not as feverish as U.S. Borax’s. As mentioned 
earlier, both of these companies have already en- 
tered into joint research projects exploring the full 
potential of borax both as a fuel and as a base for 
other materials, but for the present, principal reve- 
nues will come from the sale of borax as a chemical 
and other standard chemical products. 

Aside from these few instances, however, fuel 
production and research represents a_ relatively 
small part of the total operations of most companies 
in the field. Union Carbide’s Linde Air Products 
Division is a notable exception along with General 
Dynamic’s newly acquired Liquid Carbonic Division, 
but otherwise activities are confined essentially to 
esearch. 


The Fuels of the Future 


Oddly enough chemical companies have not 
treamed into the new field. Those companies such 
s Allied Chemical, Hercules-Powder, Foote Mineral and 

Pennsalt Chemical, that have been able to undertake 
uel research in connection with their usual products 
ave been quick to do so. But others have been re- 
uctant to step in without government assurances of 
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a ready market for their product if, and when, de- 
veloped. 

The principal stumbling block in the profits out- 
look for rocket fuels is that few business leaders— 
and not many scientists either—can visualize the 
space age as anything but a scientific curiosity for 
many years to come. As a result there is little desire 
to invest vast company sums in research for non- 
marketable products. It must be admitted that these 
fears are justified. For even a rocket to the moon, 
or a manned space satellite or two will not make 
space travel an every day occurrence. 

Nevertheless, for military reasons many firms 
are proceeding with fuel research under government 
contract and the picture of what tomorrow’s pro- 
pellants will be like is beginning to emerge. The 
physical limitations of chemical fuels will rule them 
out eventually, but for the time being exotic com- 
pounds designed to make maximum use of hydrogen 
will command the attention of researchers in the 
hope of getting closer to the maximum 400 pound 
thrust level. At the same time parallel research will 
be done on metallic fuels which have the same upper 
limit, but are theoretically easier to handle and store. 

Ultimately, however, the 400 pound thrust 
threshhold must be broken by nuclear power. A 
rocket powered by fissionable material could attain 
of thrust of 450 with a small amount of fuel. How- 
ever no satisfactory fission engine has yet been de- 
vised, and when it is it will be extremely heavy be- 
cause of the tremendous shielding against radiation 
that will be required. 

But if the principal of the hydrogen bomb can 
be harnessed to a rocket, the fusion principal would 
create a thrust of over (Please turn to page 718) 
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~3 Attractive Stocks 
With Strong Earning Prospects 


BY OUR STAFF 


ince the beginning of 1958, the stock market has 
S performed considerably better than the general 
economy. Nevertheless, the best action has been con- 
fined to those few groups that present the clearest 
earnings and dividend prospects. 

The drug group, for example, enjoyed a particu- 
larly successful 1957, and can look forward to a 
prosperous 1958, as well. We have chosen Vick, from 
among the many excellent companies in the field 
because of its excellent long term record, the large 
share of income it derives from non-luxury proprie- 
tary items, and the growth potential inherent in 
research for new and profitable ethical drugs. 

Hershey Chocolate we find attractive because of 
its exceptionally stable sales record and its long-time 
record of profitability and financial soundness. Some 
risk is involved in the fluctuating price of cocoa, but 
in recent years the company has been successful in 
minimizing the effect on earnings. Nevertheless, the 
high yield obtainable on this quality issue compen- 
sates for any risk incurred. 

Bath Iron Works cannot boast the stability of our 
other choices, but in these days of declining backlogs 
and mounting overcapacity, the company stands out. 
New orders continue to flow in from the U. S. Navy, 
bolstering the unfilled order position to a_ point 
where full-scale production is virtually assured for 
the next two—and possibly—three vears. 
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HERSHEY CHOCOLATE 


BUSINESS: Hershey is the nation’s largest producer of cocoa products 
including candy bars, baking chocolates, and various forms of powdere< 
chocolate. Principal revenues are derived from consumer goods sales, bu 
the company also manufactures and sells numerous products to the cand 
industry. All operations are conducted at the company’s one plant ot Her 
shey, Pennsylvania. 

OUTLOOK: Sales jumped sharply after wartime restrictions were lifted ir 
1946 and have hovered around the $150 million mark for more than c 
decade. Demand is generally stable, but earnings tend to fluctuate witt 
the price of cocoa, the principal raw material for Hershey’s products. In the 
past, occasional sharp fluctuations in African or South American cococ 
seriously impaired earnings, but since changing over to the LIFO methoc 
of evaluating inventories in 1950, variations in price have exercised a smalle 
impact on reported earnings. Sales probably advanced considerably in the 
year just ended. For six months ending June 1957, the last sales reported 
the company showed a $4 million increase to $73.3 million, reflecting the 
success of instant cocoa as a consumer product. Net earnings for the nine 
months ending September 1957 jumped over 25 per cent to $4.49 per share 
and should cross the $6.00 mark when final figures for the year are re 
leased. In 1958 results in the early months of the year will reflect consider 
ably higher cocoa prices, but the effect on earnings should be small. For 
the full year sales should continue upward as new products take hold, and 
as results are obtained from the company’s new research programs in bette: 
and more attractive packaging. Financially, Hershey is exceptionally sound 
There is no funded debt, although there are 218,182 shares of $2.12! 
cumulative preferred stock ahead of the 2,399,000 shares of common. The 
common is 70 per cent owned by the Milton Hershey School in Hershey 
Pennsylvania. In the year ending December 1956, Hershey's current ratio 
was a rousing 10.4 to 1 and cash items, at $23 million 
total liabilities of only $6 million. Working capital was equal to approxi 
mately $23 for each share of common stock 

DIVIDENDS: In November 1957 the dividend rate was raised to 60¢ quar 
terly from the former 50¢ level. A $1.00 extra was declared payable at the 
end of the year. Payments have averaged over 60 per cent of earning 
since 1930. 

MARKET ACTION: The stock is not an active trader because of the smal 
floating supply. Currently around 57, the price compares favorably with 
the 1957 range of 62 to 47'2. Yield at present levels is 6.0 per cent 


compared with 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
1946 1 


956 

ASSETS (000 omitted) Change 
Cash & Marketable Securities $14,117 $22,802 S$ 8,685 
Receivables, Net 2,871 4,990 2,119 
Inventories 16,208 33,812 17,604 
TOTAL CURRENT ASSETS 33,196 61,604 28 408 
Net Property 9,195 16,441 7,246 
Other Assets 718 224 494 
TOTAL ASSETS $43,109 $78,269 $35,160 
LIABILITIES 
Accts. Pay. & Accru. $ 2,168 $ 4,505 $ 2,337 
Tax Reserve 5,728 14,954 9,226 
U.S. Tax Notes a dr 13,679 13,679 
Dividends Payable 1,022 116 906 
TOTAL CURRENT LIABILITIES 8,918 5,896 3,022 
Reserves - 479 479 
Preferred Stock 13,567 11,165 2,402 
Common Stock 729 4,201 3,472 
Surplus 19,895 56,528 36,633 
TOTAL LIABILITIES $43,109 $78,269 $35,160 
WORKING CAPITAL $24,278 $55,708 $31,430 
CURRENT RATIO 3.7 10.6 69 
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VICK CHEMICAL 


BUSINESS: For many years company’s principal business was the manu 
fo. ‘ure and merchandising of packaged cold remedies under such well 
known names as “Vap-o-Rub”, Vick’s Cough Drops, etc. In recent years, 
however, the company has acquired several new subsidiaries in the drug, 
ch mical, plastic and cleansing tissue field, so that today, cold remedies 
eccount for less than 40 per cent of sales. Vick’s operation is world-wide 
in scope, and the $5.5 million invested overseas produces approximately 
20 per cent of total sales 

OUTLOOK: Along with the rest of the drug and patent medicine industry, 
Vick has enjoyed substantial growth in the post-war years. Sales have 
almost tripled since 1946, rising from $37 million to almost $95 million 
for the year ending June 1957. Profit growth has been a bit slower, but 
hos trended steadily upward. The $3.90 per share earned in 1956-7 com 
pores with $2.07 per share in 1946. In the current fiscal year, sales and 
eornings performance has been particularly impressive. Sales advanced 
onother 17 per cent between June and December 1957, with almost all 
product lines contributing to the growth. Profit margins continued to widen 
under higher sales, and net income advanced almost 38 per cent to $3.77 
per share compared with $2.79 for the same period a year ago. For the 
balance of the fiscal year, smaller revenues from flu vaccine may keep 
growth at a slower rate, but both sales and earnings should run well ahead 
of last year’s figures. Financially, Vick is exceptionally strong. The 2,019,000 
shares of common stock represent the sole capitalization of the company 
Moreover, despite a policy of financing acquisitions through retained earn- 
ings, cash items are still four times all liabilities, and 40 per cent of total 
working capital. At the end of the last fiscal year, all current assets exceeded 
total liabilities by over $37 million, for a current ratio of 8.7 to 1 
DIVIDENDS: Present dividend rate is 40¢ quarterly, affording a 3.1 per 
cent return at the current price of approximately 51'2. Dividends have 
been paid consecutively since 1925, and have been augmented by 2 per 
cent stock dividends in two of the past three years. 

MARKET ACTION: At its current level the stock is selling at approximately 
its all-time high of 577s. The low for the 1957-8 period was 33's. Although 


historically high, the company’s earnings and dividend outlook justify 
present prices 
COMPARATIVE BALANCE SHEET ITEMS 
June 30 
1947 1957 
ASSETS (000 omitted Change 
Cash & Marketable Securities S$ 3,087 $16,437 $13,350 
Receivables, Net 3,113 6,805 3,692 
Inventories 12,103 18,636 6,533 
Prepayments - 1,033 1,033 
TOTAL CURRENT ASSETS 18,303 42,911 24,608 
Net Property 5,419 13,536 8,117 
Intangibles - 4,786 4,786 
Fon. Net Assets 004 5,402 5,398 
Refunds, Other Invest., Rec 801 - 801 
Other Assets 380 - 380 
TOTAL ASSETS $24,907 $66,635 $41,728 
LIABILITIES 
Acets. Pay. & Accruals S 1,846 $ 4,035 S$ 2,189 
Tox Reserve 3,461 6,241 2,780 
US. Tax Notes = dr 5,358 5,358 
TOTAL CURRENT LIABILITIES 5,307 4,918 389 
Reserves 1,338 5,839 4,501 
Common Stock 3,586 4,289 703 
Surplus 14,676 51,589 36,913 
TOTAL LIABILITIES $24,907 $66,635 $41,728 
WORKING CAPITAL $12,996 $37,993 $24,997 
CURRENT RATIO 3.4 8.7 5.3 
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BUSINESS: Bath Iron Works is a prime contractor for the U.S. Navy, spx 
cializing in the construction of destroyers and other small combat vessels 
Some non-shipbuilding contracting is handled occasionally to make use of 
idle facilities, and the company has a measure of diversification through its 
Pennsylvania Crushing Division. Principal revenues are derived from govern 
ment Naval contracts, however. Prospects, therefore, are tied closely to the 
defense program and the level of Naval expenditures 

OUTLOOK: After o sharp cutback in operations when World War I! ended 
revenues began to climb again in 1948. By the end of 1956 they had 
advanced to $44.8 million, a figure considerably above the Korean War 
high of $40.2 million. At the same time profits moved steadily upward, 
rising from $1.38 per share in 1948 and a deficit in 1947, to $6.71 in 1956 
For 1957, full year figures are not yet available, but revenues probably 
continued their first half advance, although probably at a slower rate 
because of a 28 day strike in November and December. Earnings in the 
first half, reflecting higher labor costs and slightly narrowing profit margins 
eased a bit to $2.65 per share from $2.67 in the same period a yeor earlier 
but for the full year, reflecting the strike, preliminary earnings 
announced at $5.11 down from $6.71 in 1956. Nevertheless, the outlook 
for 1958 is for a resumption of the uptrend. Wage costs will be higher but 
no threat of a strike now exists, and production should be maintained 
uninterrupted throughout the year. Backlog on December 31, 1957 stood at 
$99.6 million a bit ahead of the $95.5 million reported a year earlier 
Moreover, the Navy is scheduled to award four frigate and five destroyer 
contracts during 1958, and Bath has already received the award for two 
destroyers for $34.1 million. The Navy's intention to prevent obsolescence 
and the large present backlog should keep the Both yards humming jor 
The present backlog alone is sufficient to assure over iwo 


were 


several years 
years of full scale output 

DIVIDENDS: The current 65¢ quarterly dividend rate should continue unin 
terrupted despite the 1957 downturn in earnings. Prospects are good, and 
condition is adequate operating and dividend 
requirements. 

MARKET ACTION: At present price the stock is about half way between 
the 1957-58 high of 7138 and low of 31%. The stock is priced to yield 4.? 
per cent on the $2.60 annual dividend 


financial to meet needs 


COMPARATIVE BALANCE SHEET ITEMS 


ecem>ber 31 June 30 
1947 1957 

ASSETS 000 omitted Chanae 
Cash and Marketable Securities S 1,981 $11,266 $ 9,285 
Receivables, Net 3,072 8 866 5,794 
Excess of Expendt 1,780 3,252 1,472 
Inventories & Supplies 1,176 1,856 680 
Fed. Tax Refund 4,200 = 4,200 
Other Current Assets 492 240 252 
TOTAL CURRENT ASSETS 12,701 25,480 12,779 
Net Property 1,732 6,015 4,283 
Investments 749 - 749 
Intangibles 433 - 433 
Other Assets 348 474 126 
TOTAL ASSETS $15,963 $31,969 $16,006 
LIABILITIES 
Notes Payable S$ 500 $ - $ 500 
Ace's. Pay. & Accruals 3,071 10,636 7,565 
Federal Income Tox 734 1,490 756 
Ober Current Liabilities 900 272 628 
TOTAL CURRENT LIABILITIES 5,205 12,398 7,193 
Reserves 1,328 - 1,328 
Common Stock 419 4,190 3,771 
Surplus 9,011 15,381 6,370 
TOTAL LIABILITIES $15,963 $31,969 $16,006 
WORKING CAPITAL S$ 7,4% $13,082 $ 5,586 
CURRENT RATIO 2.4 2.0 a 
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@ The food industry is currently a favorite with 
investors. The reasoning runs “Even if business gets 
poor, people have got to eat.” And so the companies 
which process and retail food have been receiving 
much attention of late from those who buy securities 
and are now looking for issues with defensive char- 
acteristics. 

The idea that food stocks are recession-resistant 
has a basis in experience as well as in logic. In 1949, 
the first postwar recession year, earnings of grocery 
chains, as reflected by the composite figures for six 
key companies increased about 4% over the previous 
year, while the profits of 378 industrial corporations 
were declining 10°. The drop in net incomes of food 
manufacturers was only about 4%. In the last pre- 
war recession year, 1938, earnings of most food 
chains and most food producers advanced over 1937, 
while industrial profits were declining, although 
figures are not readily available to compare the mag- 
nitude of the changes and differences. Experience in 
the 1954 recession is not particularly enlightening 
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What's Ahead for the 


Food Processors 
and Merchandisers 





BY WARD GATES 


on this point because of an additional factor, the 
passing of the excess profits tax at the end of 1953 
The characteristics and position of the food chains 
and the food manufacturers suggest that earnings’ 
history may well repeat itself in 1958 if this should 
prove to be a recession year as many now expect 
Both types of companies have been, and still are, the 
beneficiaries of three important trends: 
1. Larger expenditures for food. The Grocery Manu- 
facturers Association calculates that in 1939 con- 
sumers spent about 23°. of their disposable in- 
come (after paying taxes) for food; that they 
could buy the same amount and type of groceries 
today with 16% of their income because of higher 
incomes; but that they are now spending 25% 
for foods. 
Increasing use of convenience foods. These include 
a lot of kitchen and maid services in the prepara- 
tion and sometimes the pre-cooking of the foods. 
The cost of these services (and a profit thereon) 
is included in the selling price, but there is fre- 
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— 1956——— —— 
Net 

Net Net Earnings Div. 

Sales Profit Per Per 

(Mil.)—— Margin Share Share 
Allied Mills n.a. n.a. $1.05° $2.00 
Beatrice Foods $ 259.6- 1.6%- 1.94- 1.62 
Beech-Nut Life Savers n.a. n.a. 1.66- 75 
Best Foods 115.3! 5.8! 4.53) 3.00 
Borden Co. 647.2- 2.6- 3.59- 2.80 
California Packing 126.9" 4.6° 2.62" 2.00° 
Campbell Soup 429.8' 6.8% 2.743 1.50 
Consolidated Foods 155.3° 2.27 737 1.00 
Corn Products 226.5- 5.3- 1.33- 1.50 
Foremost Dairies 285.4- 2.7- 1.06- 1.00 
General Foods 714.6" 4.5- 2.70- 1.77 
General Mills 259.5° 1.9 1.975 3.00 
Gerber Products 78.0- 7.3- 2.73- 1.35 
Heinz (H. J.) 139.7" 4.0” 3.20” 1.80 
Libby, McNeill & Libby 148.2° 1.0% 35° 1.00 
National Biscuit 410.4 49 2.90 2.00 
National Dairy Products 1,005.1- 3.0- 2.24- 1.75 
Penick & Ford n.a. n.a. 1.72- 1.65 
Pillsbury Mills 162.7° 13> 2.25° 2.50 
Quaker Oats 277.2! 4.1! 3.13! 1.65 
Standard Brands 473.2 2.5 3.48 2.25 
Stokely-Van Camp 75.2° 2.9> 1.295 1.00" 
Sunshine Biscuits 168.9 42 6.15 4.00 
United Biscuit n.a. n.a. 2.35- 1.40 
United Fruit n.a. n.a. 2.87- 3.00 
Wesson Oil & Snowdrift 165.3" 2.4° 2.77" 1.40 


n.a.—Not available. '—Year ended July 30. 
1—Year ended June 30. 
-—9 months. 


3—6 months. 


'—Plus stock. 


RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 


Allied Mills: Earnings are improving slowly for this leading producer and 
retailer of feeds for livestock and poultry, after touching in fiscal 1957 the 
lowest level in four yeors 

Beatrice Foods: Fourth largest producer and distributor of fresh dairy 
products, has made steady earnings progress in the last five years through 
acquisitions and through shifting emphasis to fluid milk and cream, ice 
cream, and non-dairy specialties 


Beech-Nut Life Savers: Merger in 1956 of the leading producer of mint and 
fruit-flavored candy drops with the second largest baby food manufacturer 
and the third largest chewing gum maker is beginning to produce results 
Per shore earnings last year were probably the largest since 1950 

Best Foods: 
sales ond earnings dropped slightly in fiscal 
continued to date in fiscal 1958 

The Borden Company: Second largest dairy company, hos paid dividends 
continuously for 58 years, and is increasing sales and earnings gradually 
through research and diversification. 

California Packing: World's largest fruit and vegetable canner, completely 
integrated from growing vegetables to manufacturing cans and printing 
labels. Acquisition of Canadian Canners late in 1956 aided in pushing 1957 
earnings to a new high 

Campbell Soup: Stock has proved rather a disappointment to investors 
since it was offered to the public at the end of 1954, although earnings 
have increased steadily. Dorrance estate still owns more than 80% of stock 


Consolidated Foods: 


Despite heavy expenditures for advertising and promotion 
1957 and the decline has 


Largest wholesale grocer in country, as well as an 
important food manufacturer. Also operates retail supermarkets. Has ex 
panded rapidly by acquisitions since end of World War II. Earnings record 
is checkered, with no net growth per share since 1950. Chairman owns 
about 14% of stock 


Corn Products: World's largest producer of syrups, starches, and oils from 
corn, has enjoyed and is enjoying rising earnings as a result of low corn 
prices, acquisitions, growing foreign business, ne new products. 
Foremost Dairies: Future of this company, third est in fresh dairy 
products field, clouded by suit filed by Federal Wade ¢ ommission charging 
violations of the Clayton Act and Federal Trade Commission Act 

General Foods: The largest producer of packaged foods, has benefited 
enormously in last ten years from trend toward convenience foods. Weak 
ness in price of coffee, which provides about 40% of sales, adversely 
affecting current earnings 


General Mills: 
has taken it into formula feeds, 


the nation’s largest flour 
prepared and packaged 


Diversification program of this, 
cereals, 


miller, 
foods, and such unlikely products as sponges, chemicals, and rocket- 
launching balloons in an effort, not notably successful so far, to reduce 


the effect on earnings of commodity price fluctuations. 


Food and Food Processors 


5—Year ended August 31. 


7—24 weeks ended Dec. 15. 


1957 
Net 
Net Net Earnings Indicated 
Sales Profit Per Current Recent Price Range 
{Mil.} Margin Share Div Price 1957-58 Ratings 
n.a. n.a. $1.29" $2.00 31 31's-25% BI 
$ 269.1- 1.6%- 1.98- 1.88 35 36 -29%4 BI 
n.a. n.a. 1.74- 1.50 31 35'2-27'8 Al 
114.0! 5.4! 4.12! 3.00 48 5014-43 BI 
694.8- 2.5- 3.93- 2.80" 61 6434-5134 Al 
155.5" 3.9" 2.60" 2.20 41 44' 28-3658 B2 
440.8" 6.7 2.80% 1.50 38 3834-32'2 Al 
163.47 2.17 1.357 1.00 15 1658-14 cl 
250.5- 5.5° 1.51- 1.60 35 3554-28 Al 
310.2- 2.7- 1.06- 1.00 15 1858-13's BI 
730.2- 4.7- 2.85- 2.00 54 55 -40 Al 
265.0° 24° 2.59" 3.00 64 69 -56 Al 
86.1- 6.3- 2.56- 1.80 49 62'2-39 B2 
147.4" 3.7” 3.13” 2.20 47 54 -43'4 A2 
136.4° 28 004° 40 8 1358- 7% c3 
424.5 5.1 3.18 2.20 45 45'8-35 Al 
1,074.6- 3.1- 2.44- 1.80 41 412-33 Al 

n.o. n.a. 2.13- 2.00 32 35'4-245% Al 
170.2" 1.4 2.57” 2.50 47 4934-3978 Al 
302.6! 4.0! 3.30! 1.80 37 40 -33's Al 
513.8 2.6 4.01 2.25 aa 46's-37% Al 
70.4" 1.15 31 45 12 197-10" B3 
181.5 42 6.63 4.00 75 77'2-65'2 Al 
n.a. n.a. 2.79- 1.60 33 3378°25'2 BI 
n.a. n.a. 2.90- 3.00 4) 4758-3358 B2 
172.4° 1.5° 1.76° 1.40 25 34'2-22's B3 


*—6 months ended November 30. 
“—6 months ended October 31. 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 


Heinz (H. J.): Present management represents third generation of Heinz 
family which still controls majority of stock. Has superior earnings record 
since stock was sold to public at close of World War I! 

libby, McNeill & Libby: Earnings show great volatility, reaching the high 
est level in 37 yeors in fiscal 1956, then declining more than 50% in fiscal 
1957, with further decline in last six months 

National Biscuit: World's largest and most integrated monvufacturer of 
crackers, cookies, and biscuits; has record of stable earnings. Just com- 
pleting ten-year modernization of facilities, including automatic devices 
to unload raw materials, mix ingredients, bake, and package 

National Dairy Prod.: Country's largest dairy foods company. Has good 
postwor record of sales and earnings gains, partly through acquisitions 
Plans to spend almost $200 million in next five years to counter rising 
costs with improved and expanded facilities 

Penick & Ford: Second largest corn grinder, probably registered its sixth 
consecutive earnings gain last year, and paid largest dividends in com 
pany’s history. Diversification into grocery products credited for much of 
the gains of recent years 

Pillsbury Mills: Largest manufacturer of prepored food mixes, and second 
largest flour miller, is now devoting more attention to expense contro! than 
to expansion of volume. Has laid out an extensive modernization program 
Quaker Oats: Company's line of foods for cats, dogs, other animals, and 
poultry is given credit for much of the gain achieved in the last five years 
Its well known cereals and other human foods are subject to keen com 


petition, particularly from ready-to-eat cereals 
Standard Brands: Second iargest producer of packaged foods; sales set 
new record in 1957 and earnings were largest in 11 years, suggesting 


possibility of a dividend increase. Part of last year's gain resulted from 
inclusion, for a full year, of Clinton Foods, acquired in April 1956 
Stokeley-Van Camp: World's largest canner of vegetables and pork and 
beans. Earnings adversely affected currently by difficult conditions prevail- 
ing in frozen foods. Directors, principally chairman, own 20% of stock 
Sunshine Biscuit: Second largest cracker, cookie, and biscuit boker, with 
about 15% of market. Is now diversifying into potato chips and other 
snack foods. Earnings have been characterized by stability; finances by 
conservatism. Chance of a modest dividend increase. Rate not changed 
since 1950 

United Biscuit: Third largest cracker, cookie, and biscuit baker; has had 
more success increasing sales in last ten yeors than in lifting earnings. 
Modernization less advanced than for company’s two larger competitors. 
United Fruit: World's largest banana grower, is going to have to share 
its market with a new competitor which company is to create under 
recently-signed consent decree which settled anti-trust suit filed in 1954 
Some speculative possibilities in permission obtained from Republic of 
Panama to explore for oil on more than a million acres adjacent to Union 
Oil Company holdings in that country 





























1958 


| Gerber Products: Largest producer of baby foods, with 45% of business. Wesson Oil & Snowdrift: Largest cottonseed oi! producer, has an indifferent 
| Gains in soles and earnings in every one of last ten years due to enter- earnings record in postwar years, attributed to the difficulties of the trade, 
| prising morketing as well as growth of baby market. Officers and directors including, in recent years, acreage limits which reduce cotton production. 
il combined own almost 50% of stock. Hunt Foods owns about 28% of stock 
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quently still a net saving to the consumer because 

of the elimination of freight on waste parts re- 

moved at the factory, and because of the reduc- 
tion of spoilage losses. For example, the Grocery 

Manufacturers Association calculates that devil’s 

food cake, made from a prepared mix plus two 

eggs, costs 45 cents; while the same cake made 
from home combined ingredients costs 55 cents; 

a pound of shelled peas frozen or canned costs 
33 cents, compared to 72 cents a pound for fresh 
peas; and baby food costs 10 cents, but prepared 
at home it would cost 13 cents. 

3. Wider dissemination of information on nutrition, the 
value of balanced diets, and the resulting tend- 
ency to use greater variety of foods, many of 
which sell at higher prices and carry wider mar- 
gins than the familiar staples. 


Food Chains Out-Perform Processors 


The profits record shows that food retailers have 
been more successful at taking advantage of these 
trends than food processors. Composite profits of the 
six food chains in 1956 were 40‘ above the average 
profits of the same companies in the years 1947 to 
1949, but net incomes of food processors rose only 
27°. during the same period, if measured by figures 
for 89 grocery manufacturers compiled by the Gro- 
cery Manufacturers Association, or only 47 if we use 
the composite figures on nine important food pro- 
ducers compiled by one statistical organization. 

This disparity in results seems to have continued 
in 1957. An informal calculation indicates that 
profits of representative grocery chains in the first 
nine months of last year were approximately 20°; 
above the like period of 1956. A tabulation made by 
the First National City Bank of New York shows a 
composite gain in net income of only 7‘: for 44 com- 
panies making food and beverages. 

The explanation of the better showing of the food 
chains lies, in our opinion, in several economic ad- 
vantages enjoyed by the retailers. Chief among these 
is the rapid expansion of facilities since the end of 
World War II by most grocery chains. Not only have 
they acquired numerous smaller chains or individual 
stores; more important they have closed a large 
number of relatively small neighborhood units and 
replaced them with a smaller number of much larger, 
better located supermarkets with adequate parking 
space, with all the volume gains which come from 
better locations and the economies that result from 
larger scale operations. Food stores have also been 
carrying in recent vears an increasing number of 
fast-selling, wide-margined non-foods, which have 
added to both volume and profits. 

Many food manufacturers, on the other hand, 
being already of commanding size in their fields, 
have had to be cautious in their expansion plans, 
particularly where acquisitions were involved, in 
order to avoid the change of monopoly or restraint 
of trade. Even so, charges have been filed against 
Beatrice Foods, The Borden Company, Foremost 
Dairies, National Dairy Products, and United Fruit. 

Food retailers seem also to enjoy an advantage 
in bargaining with food manufacturers. For _ in- 
stance, the chains are able to obtain advertising al- 
lowances from food producers to be used in pro- 
moting the manufacturer’s products, on bases so 
liberal that there is generally something left over 
after the actual advertising and promotion is done 
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as agreed. An extreme example is the chain which 
is reported to have obtained enough in advertising 
allowances not only to carry out the advertising pro- 
grams prescribed by the manufacturers, but also to 
cover the chain’s own complete advertising and pro- 
motion budget. 

Similarly, large grocery chains which have their 
own private brands are often able to pressure a 
manufacturer into supplying to them for distribu- 
tion as their private brand the same product as he 
sells under his own nationally-advertised brand. Th: 
retailer is often provided, also, with merchandisin; 
help which reaches the point where the producer i 
spending more money to push the private brand tha) 
he is on his own brand. 

Finally, grocery chains have enjoyed a marke 
and growing advantage over most independent foo 
retailing enterprises, while the figures suggest tha 
in food processing the advantage is with the smalle 
concern. We refer to the composite gain of 4% in 
earnings of nine giant food producers between th: 
1947-49 base period and 1956, compared with th: 
composite increase of 27‘: in profits of 89 grocer) 
manufacturers, which must have included a numbe 
of smaller concerns, in the same period. 


Profit Growth Is Slow for Processors 


Food manufacturers have modernized and re 
located plants, in the effert to cut down costs; and 
have diversified, in the search for new sources of 
profits; but only a few have been able to achieve 
any substantial earnings growth in the last ten years 
One of the annoying anomalies of diversification in 
the food business is that so often the fastest growing 
trades prove to be the least profitable. For instance, 
few sections of the food business have grown more 
rapidly than frozen orange juice concentrate. Ameri- 
cans now use approximately twice as many oranges 
as before the War, and most of the gain is in the 
form of concentrates. Yet the food processors en- 
gaged in producing frozen concentrates are making 
little if any profit. The potential growth was so 
obvious from the start, and the entry into the field 
so easy, that too many producers rushed in and 
created intense competition which prevented any of 
them from realizing the expected profits. 

Roughly the same sequence of events was followed 
in prepared cake mixes, which also had a phenom- 
ental growth, attracted many producers in the field, 
and developed such fierce competition and _ price 
cutting that many are now withdrawing. 

That diversification is not a sure method of bolster- 
ing earning power is evident from the fact that one 
of the most conspicuously and continuously success- 
ful food processor is Gerber Products, which has 
resisted all temptation to diversify into other lines 
and clings to its slogan “Babies are our business— 
our ONLY business ;” while Libby, McNeill & Libby, 
which claims to be the world’s most diversified 
packer of canned and frozen foods, has a spotty 
record and finds its earnings very much depressed. 
However, for some companies diversification proves 
effective. Whether it does so apparently depends on 
management and conditions in the trade. 


Price Action of Food Stocks 


Although the earnings of food manufacturers 
proved recession-resistant in the first postwar reces- 
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a.—Not available. 

—Quarter ended Sept. 30; no figures for 
prior periods because of merger. 

—6 months ended Sept. 30 


ATINGS: A—Best grade 
B—Good grade 
C—Speculative. 
D—Unaottractive. 


CF-Wrigley Stores: Result of a consolidotion at the end of 1955, company 
hich is expanding rapidly has a pro-forma record of rapidly growing 
rnings of constituent companies. Officers and directors own 28% of stock 
merican Stores: Fourth largest grocery chain, located mostly in Penna 
rd N. J. Has excellent earnings record. Financial needs of expansion 
ogram retarding dividend increase 


irst Nationa! Stores: Only chain in group without capital obligations 
vior to common stock. Growth of profits graduc! because of mature 
ature of territory served and keen competition prevailing. Dividend well 
cured; could be raised moderotely 

ood Fair Stores: Has record of extraordinary growth in volume in last ten 
ears; increase of earnings since 1955 more modest. Rapid expansion has 

trained finances. Further borrowing may be required this year. Chairman's 
mily controls 22 of stock 


Srand Union: Aggressive 
head after five years of rapidly growing sales and earnings 
urther into non-foods than any other food chain 


menagement has big expansion program still 
Moving 


Great Atlantic & Pac.: Largest retai! enterprise in world; gives least in 
formation to stockhelders of any food chain. Reported that some of voting 
tock, now all held by Hartford family, may be sold to public soon 
lividend rate, in effect for ten years, seems due for an increase 





Vital Statistics on Retailers and Processors 


Food Retailers 


1956 
Net 
Net Net Earnings Div 
Sales Profit Per Per 
(Mil.) Margin Share Share 
ACF-Wrigley Stores Inc. $ 75.5! 1.5% $ .34! 
American Stores 378.5- 1.0- 2.55- $2.00" 
irst National Stores n.a.~ - 2.46- 2.40 
»od Fair Stores 279.3" 1.6" 1.42" 1.00" 
rand Union Co. 276.4! 1.24 1.69" 60" 
reat Atlantic & Pac. 4,481.8 0.9 19.21 7.00 
ewell Tea Co. 385.5 1.6 4.22 2.00 
roger Co. 1,492.5 1.2 4.41 2.00" 
lational Tea Co 468.3: 1.0! 2.27% 2.40 
afeway Stores 1,989.3 1.2 2.14 .80 
/inn-Dixie Stores 265.9" 2.0° .86 78 





1957 
Net 
Net Net Earnings Indicated 
Sales Profit Per Current Recent Price Range 
(Mil.) Margin Share Div Price 1957-58 Rating 
$ 80.6! 1.6% $ .36! $ .40 15 16'4- 12's cl 
409.8- 1.2- 2.94- 2.00 70 70's- 45'4 BI 
n.a.- = 2.58- 2.50 57 59'4- 47 Al 
310.1 1.6" 1.48" 1.00 44 47%4- 34's BI 
314.2! 1.3% 1.86" 72 36 37%8- 25'2 BI 
n.a. n.a. n.a. 7.00 288 290 -149'2 Al 
414.4 1.6 4.61 2.00" 59 62'2- 4734 Al 
1,674.1 1.2 5.10 2.00 65 66'2 47 Al 
502.1% 1.1% 2.57* 2.00 46 4834- 36's BI 
2,117.0 1.4 2.48 1.00 26 27's- 23's BI 
303.2 2.0 1.01 %6 28 30 - 187s Bl 


—28 weeks ended November 9 
'—9 months ended November 30 
'—28 weeks ended January 11, 1957 & 1958 
'—Plus stock 
*—40 weeks ended October 5 


1—Improved earnings trend 
2—Sustained earnings trend 
3—Lower earnings trend 


Jewel Tea Co.: Operates about 2,000 home service routes in 42 state 
as well as about 230 stores in the Chicago crea 

a “Spirit of Restless Unsotisfaction’ amonc 
sales and earnings in last four years to new high n 195 


Management encovragse 


employee which ho fred 


The Kroger Co.: Third largest food chain, has been concentrating o 


ernizing with fewer, larger stores. Result n last two yeors partic 
mpressive in volume and profits gain th new records in 1957 
National Tea Co.: Fifth largest food ct rrently one of the fastest 
growing, largely through acquisitions. Policy requires almost yedrly 

of debentures. Controlled by Loblaw Groceterias, with which an ultimots 


merger seems a reasonable expectotic 


Safeway Stores: New management of tt econd largest food che 
stalled in 1955 when the comvony norgins were the smallest the 
ndustry, almost doubled per share eor 3s in 1056 on a 3 

volume, and ochieved another increase ft about 16 profit 9 
on a sales expansion of only a little over 6 


Winn-Dixie Stores: Monufacturing and wholesaling « we as rete 
foods, this chain has had a larger net 
than any other in the group. Has increased d 
tive yeors, and may well make it fifteen in 


growth in sales in the lost ter 








n, the prices of their stocks did not. The index of 
industrial stock prices declined approximately 30‘ 
from its 1946 high to its 1949 low. The bottom of 
the decline in the indexes for the food group com- 
posite and the grocery chains was reached earlier, 
in 1948, and represented a decline of 30‘: for the 
processors and about for the grocery chains, 
doing worse than the composite index. 

In the subsequent long advance, the industrial 
stock index rose fully 300‘: before it made its top 
in 1956. The index of grocery chain stocks reached 
its peak the week this was written, about 180° 
ve the 1948 level. The index for the food group 
composite reached its summit (90‘: above the 1948 
low) in 1955. 

In the declining markets of the last half of 1957 
the food and grocery indexes were superior per- 
formers. The food group composite reached its high 
in July last year, and its low in October, with an 
intervening drop of 7‘:. The industrial stock index 
declined more than 20‘¢ from its July high to its 
December low. The grocery chain index actually 
advanced about 25‘: between the year’s low in 
February 1957 and the year’s high in December of 


( 


that year. Since then it has gained another 5‘. 


"& 
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Investment Appraisal 


For the future, it seems probable that food manu- 
facturers will continue to face many of the problems 
that have troubled them in the past. No notable 
change in the position of the industry is discernible. 
The companies will, in our opinion, continued to be 
characterized by stability rather than rapid growth; 
and their stocks—with certain progressive exceptions 
such as Corn Products, General Foods, Gerber Products, 
H. J. Heinz, Penick & Ford, and National Dairy Products 

will continue to be unexciting, though satisfactory, 
investments for income. Yields are fair to good, and 
few of the dividends in the industry seem in danger. 

Yields on the grocery chain stocks are less attrac- 
tive, not only because more is expected of these issues 
in the way of capital appreciation, but also because 
the companies must retain a substantial portion of 
earnings to finance the vigorous further expansion 
programs most of them have announced. It may be, 
however, that the period of large additions to facili- 
ties of grocery chains is nearing its end. Some ob- 
servers think so. When the food retailers cease to 
spend such large sums for modernization and expan- 
sion, it is a reasonable (Please turn to page 720) 
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March Markets 

On a long-term average basis, 
March has been a better month 
for the stock market than Feb- 
ruary. The latter brought some 
net gain for the industrial aver- 
age in 28 out of 61 years since 
1897, net declines in 33 years; 
for the rail average, declines in 
35 vears, gains in 26. The March 
record for the industrial average 
is: ups in 36 years, downs in 25; 
for rails, ups in 35 years, downs 
in 26 years. On balance, over the 
61 years, April and May have 
been very close to 50-50 months. 
Of course, the record has vir- 
tually no prophetic value, since 
circumstances, sentiment and 
technical factors govern the move- 
ment at any given time. In the 
present instance the performance 
since the start of the year has 
been better than had been ex- 
pected. With basis for a new bull 
market not evident, it is pre- 
sumed to be an interim recovery. 
If that is correct, a sell-off will 
be due within the remaining win- 
ter weeks or in the early Spring. 


Aircraft 


Most aircraft stocks have mov- 
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ed up more than the industrial 
list in recent months. This is not 
surprising because (1) they had 
previously fallen much more than 
the market; and (2) sentiment 
on them has been given a big lift 
by scheduled or expected in- 
creases in some types of defense 
spending, especially for missiles, 
certain advanced types of planes 
and for submarines. Earnings 
prospects for a number of these 
companies are not clear for any 
great distance ahead. Market be- 
havior of General Dynamics has 
been the best in the group, re- 
flecting the company’s broad di- 
versification and strong position 











in each of its fields. Through the 
Convair division it is among the 
leaders in advanced military 
planes and missiles, and is im- 
portant in commercial transports. 
Through others, it is the larges 
builder of submarines; a_ bi 
maker of telephonic and other 
electronic equipment; and has 

promising position in the grow 
ing market for industrial gases 
Thus, there are good reasons why 
the stock sells at a higher mul 
tiple of earnings than do othe 
prominent aircrafts. Profits ap- 
pear subject to impressive 
growth on a three to five-year 
perspective. Now around 62, the 











Smith-Corona 

Texas tilities Co. 

Norwich Pharmacal 

Philip Morris, Inc. 

Sunray Mid-Continent Oil 
Westinghouse Electric Corp. 
Pfizer (Chas.) & Co. 

Texas Gulf Producing 
Central Illinois Light 

Island Creek Coal 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 

















THE 


1957 1956 
6 mos. Dec. 31 $1.60 $1.28 
Year Dec. 31 2.56 2.35 
Year Dec. 31 2.07 1.80 
Year Dec. 31 4.50 4.08 
. Year Dec. 31 3.04 2.40 
Quar. Dec. 31 1.36 -26 
Year Dec. 31 4.22 3.36 
Year Dec. 31 1.59 1.40 
Year Dec. 31 4.10 3.86 
Year Dec. 31 4.25 4.03 
— EC 
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issue is a sound speculative buy 
on dips. 


Private Planes 

The business of making private 
planes has come a long way in 
recent years. Sales are pricinpally 
to corporations interested in own- 
ing fast means of transport for 
executives and other key person- 
nel: but there is also a sizable 
market among individuals. Piper 
Aircraft is the leading specialist 
in this field, with more than 90% 
of its sales therein. It is not vul- 
nerable to shifts in military pro- 
curement; but it does have other 
hazards. First, the business is 
subject to economic recession and 
has been levelling off recently. 
Second, Piper has competition 
from Cessna Aircraft which is, 
indeed, the largest maker of so- 
called civilian light planes, al- 
though they account for less than 
60> of its sales; and from Beech 


Aircraft, whose sales are less 
than 50% in the private small- 
plane market. These two com- 


panies are affected both by the 
business cycle and by the vagaries 
of military buying—a rather awe- 
twosome for speculators. 
Piper is speculative enough at 15 
in a 1957-1958 range of 21%- 
11° ,, on earnings of $3.10 a share 
for the year ended last September 


sore 


is a large, highly diverse field, 
some segments of which appear 
subject to promising volume 
growth which probably will not 
bring proportionate profit growth. 
For purposes of ballooning esti- 
mated total dollar volume, even 
replacement parts for and service 
work on TV sets, radios and 
phonographs are included. So 
also, of course, is radio-television 
broadcasting, and manufacture of 
radio and television sets. Depend- 
ing on how you define it, manu- 
facture of equipment for indus- 
trial or commercial use might be 
around 10% of the total; and this 
is subject to important growth. 
Military demand accounts for not 
far from a third of the aggregate, 
and for a much bigger portion of 
manufactures classed as electron- 
ics. This business can be affected, 
as has been demonstrated, by 
shifts in defense spending, shifts 
in emphasis as between different 
types of weapons, and shifts in 
contract placement as between 
different companies. Numerous 
small companies manufacture 
electronic equipment or parts. A 
number of large companies are 
“part electronic”, of which a few 


examples are General Electric, 
Westinghouse, Radio Corp., In- 
ternational Business Machines 


and Minneapolis-Honeywell. The 





























gh the | 30, against the prior year’s $2.88, first two, known for decades sim- 
ng the vielding about 6.2% ona $1 divi- Ply as “electrical equipments”, 
ilitary dend. However, buying on sub- provide broad representation in 
is im- stantial price dips could prove electronics for investors inter- 
sports. profitable over a period of time. ested in having it. 
largest No great change in current-year 
a “ earnings is likely, if the com- Rails 
rans | eer neers, Gomanche Attention of Congress has been 
grow _ = a S Sales €2 called to the “plight of the rail- 
gases ; roads; but prospects of beneficial 
3 why a legislation are virtually nil. What 
r mui- Bi the industry needs right now is a 
other There has been much big talk traffic-boosting business revival, 
ts ap- and loose talk about “electronics which will come in time; and a 
sasiee as a multi-billion-dollar business flattening out _of its inflation 
o.wear with vast growth potentials. It trend in operating costs, which is 
:9° the would be accurate to say that it problematical. Of course, the 
— = 
DECREASES SHOWN IN RECENT EARNINGS REPORTS 
1956 1957 1956 
$1.28 Kaiser Aluminum & Chemical Quar. Dec. 31 $ .22 $ .54 
2.35 Colorado Fuel & Iron Quar. Dec. 31 -56 1.04 
1.80 Armco Steel Year Dec. 31 4.59 6.03 
4.08 Oliver Corp. Year Oct. 31 -13 76 
2.40 ideal Cement Co. Quar. Dec. 31 -63 1.02 
26 Carpenter Steel Co. Quar. Dec. 31 94 2.04 
3.36 Cooper-Bessemer Corp. Quar. Dec. 31 75 1.36 
1.40 Harshaw Chemical Co. Quar. Dec. 31 51 69 
3.86 Aeroquip Corp. Quar. Dec. 31 1.19 1.43 
4.03 Beaunit Mills Quar. Dec. 31 31 .83 
———— ~ net tm _ 
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trains will continue to run; and it 
would take a serious depression 
to threaten the solvency of the 
stronger roads mostly in the 
South and West. The early out- 
look for rail stocks is not bright 
but everything has its price. In 
short, prices of many rails make 
large allowance for adversity. 
Selected issues had better 1957 
earnings than did many industria! 
stocks, and could work out prfit- 
ably on a cyclical basis if bought 
on sell-offs within nearby weeks 
or months. To cite a few ex- 
amples: Denver & Rio Grande 
Western earned $6.19 a share in 
1957, against 1956’s $5.64. 
Around 36, the stock vields over 
6.9% on a $2.50 dividend. South- 
ern Pacific netted $6.02 a share 
for 1957, against 1956’s $6.01. On 
a $3 dividend, the stock y ‘elds 
about 7.7% around 39. Unien 
Pacific, a strong road with large 
oil-gas revenue, earned $3.34 a 
share last year, down nominally 
from 1956’s $3.36. At 27, the stock 
vields nearly 6% on a $1.60 divi- 
dend total. 


Support 

Stocks making a better show- 
ing than the market at this time 
include: American Stores, Bayuk 
Cigar, Canada Dry, Brown Shoe, 
Central & South West, Lorillard, 
Cincinnati Gas & Electric, Col- 
gate Palmolive, Corn Products, 
Food Fair, First National Stores, 
Household Finance, Parke Davis, 
Ohio Edison, National Biscuit, 
National Tea, Commercial! Credit, 
Penney, Reynolds Tobacco, Safe- 
way Stores, Southern Company, 
Standard Brands, U. S. Shoe, and 
Washington Water Power. It is 
not happenstance that there is 
not a single heavy-industry or 
durable-goods stock among these 
examples. 
Unimpressive 

Recent and current technical 
evidence, backed by adverse fund- 
amentals in most cases, appears 
unpromising at least on a near- 
term basis in the case of the fol- 
lowing stocks: Alcoa, American 
Smelting, American Viscose, Ana- 
conda, Atlantic Refining, Beck- 
man Instruments, Black & 
Decker, Borg-Warner, Bulova 
Watch, Burroughs Corp. Chrys- 
ler, Cities Service, Clevite, Cru- 
cible Steel, Electric Auto-Lite, 
Ex-Cell-O, Ford Motor, Foster 
Wheeler, Gillette, Gulf Oil, Halli- 
burton, Harbison-Walker, Inter- 

(Please turn to page 720) 
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INTERESTING TO NOTE — | +6 RELATIVE STRENGTH MEASUREMENT 
The rise in industrial production | +3 
line between 1956-57 was offset | 43 aT 








by economic decline in that 
period, which accurately forecast 











heavy inventory accumulations. 
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ith the many revolutionary changes in our economy. 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more acecu- 
rately forecast developing business trends. 
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(*)-—Seasonally adjusted except stock and commodity prices. 
(a)—3 month moving average. 
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This we have done in our new Trend Forecaster (developed | 


over a period of several vears), which employs those indicators 
(see Components of Trend Forecaster) that we have found ‘o 
most accurately project the business outlook. 


As can be seen from the chart, industrial activity in itseif 
is not a true gauge of the business outlook—the right answer 
ean only be found when balanced against the state of our 
economy as presented in our Relative Strength Measurement. 


The Trend Forecaster line does just that. When it changes 
direction up or down a corresponding change in our economy 
may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line. which 1 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
winus 3 on the down side usually precedes an important con- 
traction in our economy. 


exceecs 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


Six out of the eight components of the Trend Ferecaster 
are further depressed. Although two indicators managed minor 
rallies in January, their improvement thus far is insufficient to 
affect their basic downward trend. According to latest data, 
components which continued to shrink include new orders for 
durable goods, stock prices, new incorporations, raw industrial 
materials, average hours worked and the inverted series for 
liabilities of business failures. The two indicators that showed 
slowly rising tendencies are housing starts and non-residential 
construction contract awards. 

Therefore, on balance, the Trend Forecaster is declining 
steadily and the Relative Strength Measurement stands ot 
minus 31%. At this level it is forecasting further business weak- 
ness at least through the first half of 1958. 
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CONCLUSIONS IN BRIEF a = 


PRODUCTION—Decline in productive activity spread- 290 9 
ing out to encompass more industries—including rub- 
ber—synthetic fibers—lower levels ahead for most 
+—§ 12 industrial groups and raw material producers. Look 


for deepening recession to run beyond spring. 
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— TRADE—Department store sales receding—higher J ong *€ | weets 
| prices prop to food sales figures—wholesale and retail 1955 Age 
— price concessions used to bolster sales in consumer ‘ 
+—0 durables. Downtrend in demand persists as unem- RE «~. : 
ployment grows. cow) ee 

——) MONEY & CREDIT—Demand for business loans con- 250 | 

os tinues to decline—no immediate upturn in sight— | 
moderate reduction in reserve requirements ineffec- 

Ir } tive. As contraction proceeds, further downtrend in 14g | 
+—— interest rates can develop. i 

1958 | 
-— 4 COMMODITIES—Freeze and cold weather to throw - | 
—) farm prices out of joint pending new crops. Potatoes, | 230 

oS sal vegetables severely damaged—fruits (oranges—grape- 
found ‘o fruit)—to be scarce items. Outlook cloudy for canners | omt—t_1 _! I 


—frozen foods. Cattle prices to soar due to costly grain 
feeding substitutes for pasturage—cattle loss on 
range and in transit—due to severe weather. 








in itseif 
{t answer 





of our 








trement. 
changes 
‘Conon. 

car a ae The impact of the recession in business is now beginning 
ge to be felt in earnest throughout the country as sharp de- 
en creases in plant and equipment outlays augment previous 
 idimalin areas of weakness. Industrial production has continued its 
ral busi- . oe TT | downward plunge, falling three points in January, to a 
ation of Irtidls level almost 10% under its December, 1956 peak. Indus 
soadaeas Ba MEP OR Ope a Or awa oe ae tries hitherto resistant to decline, such as paperboard and 

votaL LOANS 6 synthetic fibers, are beginning to feel the pinch, while 

s Trend sectors previously hard hit fail to show any come-back. Al- 
aeeemee WITTT Tri Yt ittt tt PTT. Tit r though manufacturers have succeeded in lightening inven- 


tories a bit, their new orders and shipments have fallen 
p++ + + +4 even faster, with the result that stocks are relatively more 























OF'WAND DEPOSITS burdensome than ever. But the development with 
shel! IY perhaps the widest repercussions has been the 
ecaster Pa eee dn ood TrirysiYy sharp rise in unemployment which unmistakeably 
pre Pia TOTAL LOANS brought the situation home to the general public. 
whens “TITTY TTT TtTriittitrit tt Close to 4’ million people were looking for work in Janu 
: ary, a rise of 1,120,000 from December, the biggest 

st data INVESTMENTS IN ‘ > : 

, Sax 1 BSS SSS SSeS eee SSSeSSeee monthly increase since the Government began to gather 
ders for | | CURRIES Lt tered Aeceperndontetin, this data in 1941. A further rise in unemployment took 
dustrial | dead? pot place in February and it is estimated that some 5 million 
ries for “arty TTT TY] | TT] people were out of work last month, a level that exceeds 
showed the number of jobless at the worst points of the contrac- 
identical si PL tt totes tions of either 1948-1949 or 1953-1954. 

In this atmosphere, the Government is faced with a di- 
eclining lemma that admits of no easy solution. In the light of pres- 
ands at 1956 1957 1958 ent conditions, the Administration, which has always ad- 
s weak- vocated sound money, is finding it difficult to take the de- 

cisive steps necessary to at least temporarily alleviate the 
(Please turn to following page) 
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THE MONTHLY TREND unis | Month Month Mocthy age» PRESENT POSITION AND OUTLOOK 


| situation. The solutions suggested—sharp- 


INDUSTRIAL PRODUCTION®* (FRB)__ | 1947-'9-100 Jan. 133 136 146 





Durable Goods Mfr.. | 1947-'9-100 | Jan 143 147 164 ly higher Federal spending and/or tax 

Nondurable Goods Mfr. 1947-9-100 | Jan 126 127 131 cuts—would involve massive deficits, oa 

Mining | 1947-'9-100 | Jan. 122 122 131 swollen money supply and the reawaken- 
ing of inflationary pressures. 

RETAIL SALES* | $ Billions Jan 17.0 16.9 16.3 In this quandary, the President has un- 
Durable Goods | $iRions Jan 5.6 5.6 5.7 derstandably resorted to vigorous re-as- 
Nondurable Goods | $ Billions Jan. 11.4 11.3 10.6 surances rather than comprehensive ac- 
Dep’t Store Sales 1947-'9-100 Jan. 132 138 133 tion, to counteract the pessimism en- 

gendered by recent statistics. Unfortun- 

MANUFACTURERS’ ately, the economy seems to be singularly 
New Orders—Total* | $ Billions =| Deee a02 a. 29.0 immune to verbal blandishments, and it is 

Durable Goods | $ Billions =| Dee ae = 145 | difficult to escape the conclusion that the 

Sannin ands | $ Billions | Dec 13.6 13.7 14.5 President—in an election year—will even- 
Shipments* | $ Billions | a a7 27.2 28.8 tually have to embark on a determined 

Durable Goods $ Billions | Dec 13.1 13.5 14.5 effort to halt the recession. 

Nondurable Goods $ Billions One 136 137 14.3 If the Government does finally turn to 


massive deficits to counteract the down- 
| BUSINESS INVENTORIES, END MO.* turn, and puts people to work, it may 


$ Billions Dec 90.8 91.0 89.1 
} F ATF D 53.6 9 - . . 
Menvfactorers $ Billions on - = temporarily retard the slide. What is 


Whateestore | $ Giltions “i coud es 13.0 | more serious however, is the al- 
Retailers’ | $ Billions id 245 243 23-9 | most certain re-kindling of infla- 
Dept. Store Stocks | 1947-'9-100 | Pes pus _ - tionary fires, an effect that can in 

~_ 3.3 time become a more serious prob- 

— — | ¢ Bithons Jan 24 se - lem than the business cycle itself. 

Residential $ Billions Jan V1 1.3 1.1 
All Other $ Billions Jan 1.3 1.4 1.2 . ™ . 
Housing Starts*—a $ Billions Jan 1,030 970 1,020 
Cacia tien Gtieets tp | Thousands Dec 757 930 699 INVENTORY RECESSION? —!It is short- 
All Other—b $ Millions Dec 1,224 1.441 1.358 sighted to call this an inventory recession, 
as some observers optimistically proclaim. 

EMPLOYMENT This, it appears to us, completely over- 
Total Civilian | Millions - 2 ot 62.6 looks the more basic forces that impelled 
Non-Farm | Millions Jan 51.0 53.0 51.7 businessmen to cut inventories in the first 

Government Millions nn 4 7.8 7.3 place. These basic factors included the 
Trade | Millions Jan NS 12.4 11.3 obvious existence of over-capacity, the 
Factory | Millions on 12.0 12.5 13.2 consequent drop in new orders for plant 
Hours Worked | Hours von 38.7 39.4 40.2 and equipment, the sharp dip in exports 
Hourly Earnings Dollars _ 2.10 2.10 2.05 | and the heavy previous consumer pur- 
Weekly Earnings Dollars - 81.27, 82.74 8241 | chases of durables, to the point of 

z repletion. 

FORSETORS WISSMS- — | $ Gitlions a _ 08 335 Inventory cutting will undoubtedly con- 
wages © Seteries $ Billions _ ond = 235 tinue in coming months, and to this will 
sonst nomena $ Billions _ - a * be added sharp reductions in capital out- 
naenrely eames $ Billions a ” = ” lays. The extent of inventory cutbacks will 
seanray Sagennte $ Billions “ie * - si ultimately be determined by their relation 
i $ Billions wis - - us to sales. In this connection, recent sharp 

CONSUMER PRICES ___ | seenmeee | Bec 1216 121.6 nes cuts in employment do not augur well for 
eer seen is 116.1 1168 sees the sale of consumer and _ industrial 
Clothing 1947-'9-100 | Dec 107.6 107.9 107.0 product. 

Housing 1947-'9-100 | Dec 1270 1268 123.5 ‘ P ‘ 

MONEY & CREDIT 
All Demand Deposits* $ Biltions i wT ne oe HOPE IN RETAIL SALES?—On the sur- 
Bank Debits*—g $ Billions Ri 80.8 784 ape face, January sales figures make pleasant 
Business Loans Outstanding—c $ Billions Dec 32.3 31.5 31.1 reading. Ata seasonally adjusted $16.97 
instalment Credit Extended* $ Billions me 36 36 3s billion, they were 1% ahead of the previ- 
instalment Credit Repoid* $ Billions a 3.5 me - ous month and close to the peak reached 


in the Summer of 1957. Closer analysis, 
FEDERAL GOVERNMENT however, reveals a somewhat less favor- 
able situation. The big gain in January 


Budget Receipts $ Billions Dec 6.0 4.8 5.4 

Budget Expenditures $ Billions Dec 5.8 5.8 5.7 purchases was in nondurable goods, 

Defense Expenditures $ Billions Dec. 3.6 3.4 3.5 which afford decidedly less of a stimulus 
| Surplus (Def) cum from 7/1 $ Billions Dec. 6.7 6.9) 5.7 io capital spending than is aroused by 
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in Billions of Dollars—Seasonally Adjusted A ie 
LOOK y a oy ee eee burgeoning demand for hard goods. | 
ns 1957 —— the latter field, sales to consumers were 
sang | SERIES Iv TT u" IV still well below peak levels and the cru- 
ol ,* | Quarter _ Quarter Quarter Quarter | cial auto industry was still heading down- 
ot aig | GeOSS NATIONAL PRODUCT__—_> 433.0(e) 439.0 434.3 426.0 ward. More recent figures indicate that 
| Personal Consumpti 282.5(e) 283.6 273.9 272.3 the January rise in sales of nondurables 
las uN iat torsion t ee a = 2 = may have been a flash in the pan, for 
P | -J(e) . . , . 
aad | Government Pusch 87 Ole) 867 86.9 828 department stores report that their dollar 
ae Federal 50.0(e) 50.6 51.1 49.0 volume in the first week of February were 
ae State & Local 37.0(e) 36.1 35.8 33.9 a sizeable 8% under a year ago. If this 
‘ oor showing is a reliable indication of 
fortun- | PRSONAL INCOME 344.5(e) 346.5 342.4 334.5 a by g hol h f 
gularly tt e-em gan 43.5(e) 43.6 42.9 40.5 mS GEES G8 C Whee, CHER He HEP © 
nd it is Disposable | 301.0(e) 302.9 299.5 294.0 higher demand for soft goods will be re- 
“onsumption Expenditures___ 282.5(e) 283.6 278.9 272.3 moved from the business picture. 
vat the | Personal Saving 18.5(e) 19.3 26.6 21.7 
} even | CORPORATE PRE-TAX PROFITS*___ 40.3(e) 41.8 42.0 45.6 .) 2 Ve 
rmined | Corporate Taxes. 20.5(e) 21.3 27.4 23.3 
sini a ono ae — STABILITY IN CONSTRUCTION OUT- 
+ Retained Earni 9 8.1(e) 7.9 8.0 10.8 LAYS—Spending for new construction 
was still holding up well in January, at 
rt PMENT = 35.5(e) 37. 7. 36.5 on 
Bay ae 6 oe = a : = a seasonally adjusted $48.5 billion an- 
—- THE WEEKLY TREND nual rate, only $100 million under the 
infla ) : peak reached in December. 
ae te _ hea et —_ ro For this relatively good showing we 
reb ee oe ee must thank state, local and Federal gov- 
: if WS Business Activity Index*____ | 1935-’9-100 | Feb.8 | 268.2 271.5 295.7 ernment which increased construction 
Setr. | MWS Index—per capita*___ 1935-’9-100 Feb. 8 201.7 204.2 226.8 spending by some $600 million in Janu- 
eel Production____....___ | % of Capacity Feb. 16 53.5 54.0 97.7 ary, almost counterbalancing the drop in 
sto and Truck Production__ Thousands Feb. 15 132 135 180 Y buildi tivit a P 
sperboard Production_________ | Thousand Tons Feb. 15 259 252 280 private uilaing ao ivi Y: e come in- 
sperboard New Orders______ | Thousand Tons Feb. 15 239 310 219 creases were registered in spending for 
short- ectric Power Output*__ | 19.47-'49-100 Feb. 8 231.4 227.5 226.1 | highways, schools and sewer projects, 
ession, reight Carloadings — = — Thousand Cars Feb. 8 | 532 550 665 among others. Further gains in public 
claim. ngineering Constr. Awards__ | $ Millions Feb. 13 209 323 312 sruction to b ted in 
epartment Store Sales__ | 1947-’9-100 Feb. 8 93 92 101 CONSITUCTION Ge 10 BS Oxpecre 
— | s emand Deposits—c______| $ Billions Feb. 5 55.9 56.1 56.9 coming months and this may keep 
pelled usiness Failures ___ | Number Feb. 6 342,326 _ 287 total construction on a reasonably 
a even keel for some time. 
a the - a ene | 
y, the *—§ lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d) Excess of dispos- | 
2 ad able income over personal c dit (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers 
aun na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureou. 
xports — 
- pur- THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
nt of - cei 
‘57-'58 Range 1958 1958 | 
: No. of ‘57-'58 Range 1958 1958 (Nov. 14, 1936 Cl.—100) High Low Feb.7 Feb.14 | 
; per ssues (1925 Cl.—100) High Low Feb.7 Feb. 14 100 High Priced Stocks 236.9 185.8 198.2 196.9 
is will 300 Combined Average 346.6 270.4 299.8 298.1 100 Low Priced Stocks 415.9 311.7 356.4 355.2 
11 out- are = ipo: iene a 
" ill a “ Agrecheral Implements 282.4 181.9 207.4 201.9 5 Gold Mining 726.2 515.0 607.7 638.6 
te 3 Air Cond. (53 Cl.—100) 122.8 82.7 96.4 92.1 4 Investment Trusts 1845 1375 1554 151.3 
lation 9 Aircraft (‘27 Cl.—100) 1388.8 882.6 1021.2 1011.7 3 Liquor (‘27 Cl.—100) 1094.5 855.7 949.2 949.2 j 
sharp 7 Airlines (‘27 Cl.—100) 10225 581.5 709.8 727.5 8 Machinery 523.4 3386 3679 361.0 | 
all for 4 Aluminum (‘53 Cl.—100) 464.5 253.4 273.7 266.1 3 Mail Order a 174.6 135.2 158.2 159.5 
ariel | | 6 Amusements 7 1726 119.0 141.6 141.6 4 Meat Packing 1426 1035 1236 1248 | 
. 8 Automobile Accessories 384.4 284.7 310.3 307.5 5 Metal Fabr. (’53 Cl.—100) 198.3 131.6 158.4 154.4 | 
6 Automobiles 54.3 38.1 41.9 41.9 9 Metals, Miscellaneous 420.9 263.1 305.2 297.3 | 
4 Baking (‘26 Cl.—100) 30.7 26.3 30.7 30.7 4 Paper 1060.1 789.9 8839 8839 | 
4 Business Machines 1285.3 863.7 950.1 932.8 22 Petroleum 914.4 642.6 661.9 649.0 
6 Chemicals 6523 4967 535.2 524.9 21 Public Utilities 271.7 236.5 0 270.7} 
5 Coal Mining 25.1 16.8 20.1 19.3 7 Railroad Equipment 91.4 54.8 64.1 63.0 
» Sur 4 Communications 106.0 83.1 90.7 89.9 20 Railroads 72.7 41.7 46.7 46.3 
asant 9 Construction : we 126.8 100.7 115.9 118.0 3 Soft Drinks 509.8 432.7 502.4 502.4 
16.97 7 Containers i? ——ae 656.5 748.5 748.5 12 Steel & Iron .. 393.0 235.8 266.1 263.7 
revi- 7 Copper Mining 307.6 179.7 202.9 199.3 4 Sugar 116.9 96.9 106.7 105.7 
a 2 Dairy Products 121.4 103.8 121.4 120.2 2 Sulphur . 926.7 521.2 591.8 581.0 
iched 6 Department Stores 89.2 75.1 84.9 84.9 19 Television ('27 Cl.—100) 36.0 27.2 31.3 31.3 
alysis, 5 Drugs-Eth. ('53 Cl.—100) 259.2 175.2 2336 245.3 5 Textiles ue «AOD 967 148 113.8 
‘avor- 6 Elec. Eqp. (‘53 Cl.—100) 244.4 183.3 207.2 203.4 3 Tires & Rubber . 1976 150.1 154.7 150.14 
nuary 2 Finance Companies 635.7 525.0 613.4 635.7H 5 Tobacco ‘ 122.6 87.0 117.3 122.6H 
d 6 Food Brands saad 280.2 239.8 273.0 270.5 2 Variety Stores 298.8 219.5 261.2 256.8 
ne s, 3 Food Stores i" 198.6 1538 1986 1968 17 Unclassif’d (’49 Cl.—100) (168.9 137.2 156.4 156.4 
mulus “ --—— i 
H—New High for 1957-1958. L—New Low for 1957-1958 i 
d by Pie: athe ‘ ; | 
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Trend of Commodities 















SPOT MARKETS—The rise in sensitive commodity indexes in 
recent weeks has been due to inclement weather rather than 
reviving business. Perishable foods have been most seriously 
affected as cold and snow seriously damaged fruit and vege- 
table crops, even in the deep South. Prices of fresh fruits, 
vegetables and potatoes have risen sharply as a consequence. 
Livestock and meat prices have strengthened as ranchers were 
unable to ship animals to market. 

At the same time, raw industrial materials that are not 
affected by weather have remained in a relatively narrow range, 
with small gains having little forecasting significance. In a rela- 
tively short time, weather conditions should improve and the 
movement of the sensitive commodities will then recapture their 
usual significance. 


FUTURES MARKETS—The weather took a hand in recent futures 
markets, propelling prices upward for crops damaged by rain, 
snow and cold. Potatoes were sharply higher as the result of 
crop damage, onions rose because of injurious rain storms 
and feeds rallied due to their use in place of frozen pasturage. 
The Dow-Jones Commodity Futures Index added 3.51 points 
in the two weeks ending February 18, to close at 157.69. 

Wheat prices were strong in the fortnight under review and 
the May option rallied 64% cents to close at 215%4. Net place- 
ments of wheat in the loan as of January 15 amounted to 1°9 
million bushels, some 20 million ahead of the same date last 
year. However, exports are sluggish and sales of government- 
owned wheat continue. These forces can provide something of 
a barrier to sharp wheat advances from current levels. 
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1951 1952 1953 1954 1955 1956 1957 1958 1956 1957 1958 | 
BLS PRICE INDEXES tetet 2 Win. 1%. Gens | BLS INDEX 22 BASIC COMMODITIES 
1947-49—100 Date Dote Ago Age 1941 | 95 a ' 
All Commodities Feb. 11 118.8 118.8 117.0 60.2 93-— 93 
Farm Products Feb. 11 95.5 94.3 88.8 51.0 | 
Non-Farm Products Feb. 11 125.8 125.9 103.9 67.0 91 | oo 91 
22 Basic Commodities Feb. 14 85.7 849 88.9 53.0 
9 Foods Feb. 14 88.4 87.0 80.9 46.5 < (USSF -1969-—868) 89 
13 Raw Ind‘l. Materials Feb. 14 83.7 83.3 94.7 58.3 8 = a oo UE 
5 Metals Feb.14 87.5 85.5 1128 54.6 87 o™ 
4 Textiles Feb.14 78.0 78.5 84.2 56.3 | \ ) 87 
| -—- ¥ 85 
MWS SPOT PRICE INDEX | : ha 
14 RAW MATERIALS | Be oR oma cetener recone 83 
1923-1925 AVERAGE—100 * AW MATERIALS SPOT PRICE INDEX 
wiiintbidesitemteeatete :, 
AUG. 26, 1939-63.0 Dec. 6, 1941—85.0 “ 
1957-8 1956 1953 1951 1945 194% 160 — -+—T-160 
High of Year 166.3 169.8 1622 2154 989 85.7 | 
Low of Year 148.4 163.1 1479 1764 96.7 743 (155 a: “ ‘“ ee 
of Yeor 165.5 152.1 1808 98.5 83.5 
Close LD —— . __.. en ~ i | 150 
DOW 
DOW-JONES FUTURES INDEX ‘165 OW JONES FUTURES INDEX 165 
12 COMMODITIES | ZI\ | ak 
1160 iy —t-160 } 
AVERAGE 1924-1926—100 | fe a Wa 
1957-8 1956 1953 1951 1945 194) 155 SAN waw—-!55 
High of Year 163.4 166.7 1665 2145 106.4 84.6 | 
Low of Year 153.8 1627 166.8 189.4 1059 84.1 150 — 150 
Close of Year | 163.1 147.9 176.4 96.7 743 AUG. SEPT. OCT NOV. DEC JAN. FEB 
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Achieved record sales of 
$234 million . . . $32 mil- 
lion more than in 1956. 


Increased net income to 
$17,182,701 ... the largest 
in Company’s history and 
6% above the previous 
fiscal year. 


Earned $2.21 per Common 
Share, exclusive of Class B 
Shares. 


Split common shares on 
3 for 2 basis. Shareowners 
received one additional 
share for each two held. 


Raised Common Share div- 
idend income by 25% 
after stock split. 1957 div- 
idends totalled $6,823,696 
compared with $4,934,502 
for previous year. 


Attained a net worth in 
excess of $100 million. 


Increased working capital 
by $10,791,348 to an all- 
time high of $44,766,863. 


Entered printing ink field 
through acquisition of Sin- 
clair and Valentine Com- 
pany with 48 plants. 


AMERICAN-MARIETTA COMPANY 


Acquired Guardite Com- 
pany ... a leading pro- 
ducer of equipment for en- 
vironmental testing and to- 
bacco processing. 


Expanded facilities and 
markets of Adhesive, Resin 
and Chemical Division 
through purchase of Booty 
Resineers. 


Added 1,500,000 barrels to 
annual cement capacity by 
building of new production 
facilities. 

Increased lime capacity 
and operational efficiency 
at several locations. 


Extended concrete prod- 
ucts operations into areas 
not previously served. 


Shipped a record amount 
of concrete pipe and pre- 
stressed bridge sections 
from enlarged facilities. 


Benefited from improved 
depletion allowance basis 
applying to raw materials 
used in cement production, 


Had an increase in Share- 
owners from 21,467 to 
27,923. 





of 


Reinvestment of sizeable 


amounts of earned income 


has contributed to 
American-Marietta’s 
progress and has resulted 
in substantial increases 
in dividend income for 
owners of Common 
Shares. 


! t t 
1949 1951 1953 


ANNUAL REPORT 
SENT ON REQUEST 
WITHOUT CHARGE 


Address Department 11 


101 EAST ONTARIO STREET, CHICAGO ff, ILLINOIS 


EARNINGS 
REINVESTED 


Another Year 


Solid Growth 


DIVIDENDS 


PAID 


! 
1955 





Revelations in Progress Through Modern Research 


-15 


1 
1957 





PAINTS * INKS * RESINS * CHEMICALS * HOUSEHOLD PRODUCTS + BUILDING MATERIALS + CEMENT 





| American-Marietta 
in 1957... 


MILLIONS OF DOLLARS 











The Personal Service Department uf THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


addressed envelope. 


3. No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





American Viscose Corp. 
“Will you please give me some informa- 
tion on American Viscose Corp. with 
earnings comparisons for the past two 
years and also please include the out- 
look for the company.” 
P.C., Cincinnati, Ohio 

American Viscose Corp. re- 
ported net earnings on its opera- 
tions and its equity in the earn- 
ings of associated companies 
amounted to $3.73 per share in 
1957 compared with $4.22 in 
1956. American Viscose earnings 
declined to $1.65 per share in 
1957 from $2.93 in 1956 due to 
unsatisfactory rates of opera- 
tions, higher costs of doing busi- 
ness and lower prices for some 
of its products. Sales also were 
lower—$227.6 million in 1957 
compared with $239.4 million in 
1956. 

American Viscose’s equity in 
the earnings of its 50% owned 
companies—the Chemstrand Corp. 
and Ketchikan Pulp Co. increased 
substantially to $2.08 in 1957 
from $1.29 in 1956 for each share 
of American Viscose stock. This 
increase in earnings has been 
attributed to the expanding oper- 
ations of these companies and 
higher sales—$168.7 million in 
1957 compared with $128.6 mil- 
lion in 1956. 

Viscose shipments of rayon and 
textile yarn in 1957 were sub- 
stantially lower than in 1956. 
Sales of rayon tire yarn, rayon 
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staple and acetate yarn were 
somewhat larger but were insuf- 
ficient to maintain satisfactory 
rates of operation in relation to 
plant capacity. The company’s 
cellophane business was very 
good in 1957 with shipments 


about the same as those for the 
record vear of 1956. Large po- 
tential markets for this packag- 
ing material are being develoved 
and they will be available when 
production begins at the new 
Marcus Hook, Pa., plant. The 
cellophane business is making 
important contributions to the 
company’s earnings. 

Dividends of $2.00 per share 
were paid in 1957 and 50 cents 
quarterly has continued in the 
current year. 

The textile yarn situation does 
not indicate any improvement 
over the near term. However, 
growing cellophane production 
and exvected increase in income 
from joint company operations 
are favorable long-term factors. 


International Shoe Co. 
“T am 75 years old and still going 
strong. At my age Il am not particularly 
interested in growth companies but pre- 
fer stable income issues. Please report 
recent earnings data on International 
Shoe Co.” 
G.L., Philadelphia, Pa. 
Consolidated net sales of Inter- 
national Shoe Co. and its subsid- 
iaries for the fiscal year ended 
November 30, 1957 approximated 


THE 


the record high established in 
the previous year. Net sales cf 
$266,073,480 in 1957 were threc- 
tenths of one percent below the 
1956 record of $266,813,539. 

Earnings after taxes totalle 
$9,577,281 which compares wit 
normal net operating income < 
$10,748,172 in 1956. Net incon 
amounting to $2.86 per shai 
compared with $3.20 normal oj - 
erating net income for 1956. Nor - 
recurring items amounting t) 
$1,101,325 increased 1956 net ir- 
come to $11,849,497 or $3.53 per 
share. 

Dividends in 1957 were $2.4) 
per share, the same as in 1956. 
The latest payment completed 4) 
years of uninterrupted dividend:. 

Sales would have shown a sma! 
increase except for a change in 
making the year-end break on 
shipments. To avoid partial ship- 
ments to customers, the shippinr 
floors were not cleared of shoes 
as in the past. This resulted in 
transferring some _ shipments 
from 1957 to 1958. 

The decline in net income was 
due principally to the absorption 
in 1957 of a considerable part of 
extraordinary costs involved in 
the major moves begun in 1956 
which were continued into 1957. 
These moves, consisting primaril) 
of consolidation of the non-sales 
functions of the general line di- 
visions, establishment of regiona! 
warehouses, reorganization of 
sales, and the introduction of the 
IBM 705 electronic computer, are 
now largely completed. Similar 
costs in 1958 will be far less tha: 
last year. 

Inventories have been reduce 
to near minimum working levels 
Streamlining of selling, merchan 
dising and production program 
is well along, and distribution 
problems, particularly at the re 
tail level, are being solved. 

With the majority of thes 
major adjustments either com 
pleted, or rapidly nearing com 
pletion, the company looks for : 
good year in 1958. —ENI) 
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Minneapolis-Honeywell Regulator Co. has intro- 
duced a new line of electronic air cleansers, one-third 
smaller and 30° less expensive than its existing 
models. At the same time, the company announced 
the manufacture of activated charcoal filters for 
installation in new and existing air conditioning fan 
systems to mask out all odors. By combining the new 
electronic air cleaner with the charcoal filters, the 
highest level of air purity and cleanliness possible 
can be provided, the company claims. 

The new electronic air cleaner, known as AC/ME 
(Advanced Capacity’ Maximum Efficiency) is avail- 
able in four models. The heart of the new design is 
a cell that employs a new voltage gradient in the 
plate section. By reducing plate spacing, efficiency 
is increased and this makes it possible to cut down 
the size of the units by one-third. 


Pennsalt Chemicals Corp. stated it is building a 
plant to make ammonium perchlorate, a compound 
which can be used in solid missile propellents, and 
plans to build a second larger unit to make the 
same product. 

Pennsalt declined to disclose the size of cost of 
either plant. An official said, however, the unit now 
under construction was for “commercial scale” pro- 
duction. 

The company said the first unit is being built 
adjacent to a Pennsalt sodium chlorate plant in Port- 
land, Oregon. Sodium chlorate is a raw material for 
production of ammonium perchlorate. The second 
plant, according to the company, would be the larger 
of the two and will be built in the South, but Penn- 
salt said it has not yet decided on a location. 

Pennsalt stated production of ammonium perchlo- 
rate and its possible use in missile fuels will supple- 
ment the company’s work in fluorine and compounds 
which can be used as liquid missile fuels. 

Pennsalt has previously stated it is engaged in a 
$55 million expansion program which was started 
in 1956 and will extend through 1961 or 1962. It 
also had indicated earlier that part of this program 
was expansion of the sodium chlorate facilities at 
Portland. 


Socony Mobil Oil Co. through its Venezuelan affi- 
liate will build a wholly-owned, $28 million, 40,000- 
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barrel-a-day refinery in Venezuela. 

The new installation will be located at El Palito, 
about 8 miles west of Puerto Cavello. Construction 
is scheduled to begin early this year and to be com- 
pleted late in 1959. 

The refinery will be built on a site owned by 
Sccony Mobil Oil’s Venezuelan affiliate at the ter- 
minus of the Barinas El Palito crude oil pipeline, 
which the company completed last November. 

The refinery will produce gasoline, kerosene, diesel 
fuels and heavy industrial fuel oils. Part of the 
lighter products will be marketed in Venezuela, while 
the remainder will go to world markets. Present 
plans do not envisage shipments of products from 
this refinery to the U.S. for internal consumption, 
according to the company. 


Firestone Rubber and Latex Products Co., sub- 
sidiary of Firestone Tire & Rubber Co., will take 
over production and distribution of Foamex and 
other rubber and plastic items at Fall River, Mass., 
from Firestone Industrial Products Co., which will 
continue to produce and distribute complete molded 
rubber products line, including semi-pneumatic tires 
and new Airide automobile air springs at Nobles- 
ville, Indiana. 


Heyden Newport Chemical Corp. has started com- 
mercial production of new weed-control chemicals 
with special industrial and agricultural applications. 

The chemicals are a new and important group of 
herbicidal compounds based on two, three, six tri- 
chlorobenzoic acid. Ultimate multi-million pound 
production is anticipated by Heyden Newport. Ton- 
nage commercial shipments have already been made 
overseas under special arrangements. The new her- 
bicides are expected to be in commercial use both 
here and abroad during the 1958 growing season. A 
worldwide marketing program for these compounds 
is under preparation now and will be announced 
shortly, the company reports. 

The start-up of production, in newly constructe: 
facilities at the company’s Fords, New Jersey works, 
marks the culmination of more than five years <« 
intensive research, development and field evaluation 
of the new herbicidal compounds. The weed contro! 
chemicals are the (Please turn to page 720 
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UNION CARBIDE CORPORATION 





1957 Annual Report Summary 


1957 1956 
Sales $1,395,032.817 $1,.324,506,774 
Net Income 133,740,818 146,233,444 
Per Share 4.45 1.86 


Dividends Paid 108.307.512 91,956,493 


Per Share 3.60 3.15 


605.530.309 580,097,005 


irned Surplus 


639,.190.691 $ 715.406.189 


urrent Assets > 


urrent Liabilities 216.302.892 237.656. 800 


1.456.353.350 


otal Assets 459.748.5360 


Shares Outstanding 30.067.123 30.088.510 


Number of Stockholders 123,943 118.391 


77.000 79.000 


Number of Employees 





Copies of the complete 1957 Annual Report of Union 
Carbide Corporation will be furnished on request 
An illustrated booklet describing the products and 
processes of Union Carbide aiso ts available. If you 
wish copies of these booklets, please write to the 
Secretary, Union Carbide Corporation xo | 
f2nd Street. New York 17, N.Y 





UCC’s Trade-marked Products include 





Bakewire, Vinyirre, and Krene Plastics ¢ Viskinc Food Casings ¢ Prestone Anti-Freeze 


Pyrorax Gas ¢ Unton Calcium Carbide ¢ Natrona Carbons ¢ Syn THETIC Orcantn 


Cuemicacs ¢ Haynes STELLITE Alloys ¢ Evereapy Flashlights and Batteries ¢ Linpe Oxy gen 


Prest-O-Lite Acetylene ¢ VisQuEEN Plastic Film ¢ Union Carsipve Silicones ¢ AcnEson 


Electrodes « ELecrromet Alloys and Metals 


1958 
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Why Gross National Product 
IS NOT a True Guide to 
the Business Outlook 





(Continued from page 670) 


National Income Division which 
prepares the statistics, has 
pointed out that: 

“It has been our universal ex- 
perience that the often rather sub- 
stantial errors which have been 
made in our detailed individual 
component estimates have tended 
to offset each other when the vari- 
ous series were aggregated, and 
that the errors in the broader 
components and totals of the in- 
come and product flow were sub- 
stantially smaller. Offsetting 
error is the guardian angel of na- 
tional product measurement, and 
I would not like to see the day 
when it ceases to operate in our 
behalf. The situation might be as 
devastating as that described in a 
story in the New Yorker a few 
years ago, when all office workers 
decided to leave Manhattan by the 
George Washington bridge.” 

The trouble, as Mr. Jaszi read- 
ily admits is that “quantitative 
measures of error cannot be pro- 
vided” to give users of the GNP 
figures an idea of the reliability of 
the figures. He advised users of 
GNP figures to “examine whether 
they give a plausible account of 
economic events” and to “make 
maximum use of external evid- 
ence...’ In other words, the GNP 
figures are not meant to be relied 
on to the exclusion of all other 
economic data; they need filling 
out and confirmation by simpler 
economic statistics and direct 
business experience. 


Analyzing a 1958 GNP Forecast 


Economists who forecast GNP 
generally estimate individual com- 
ponents first and then add them 
to get GNP. Needless to say, the 
detailed estimates are carefully 
made and great effort is executed 
to make sure that they are con- 
sistent with one another. Never- 
theless, there is inevitably some- 
thing mechanical about this pro- 
cedure. 

The trouble is that the economy 
is not a machine. It is a vast com- 
plex whole in which every part is 
organically related to another 
part. The effects of a change any- 
where in the economy spread and 
spread till the influence is almost 
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imperceptible. It is impossible, in 
the current state of economic 
science, for the GNP forecaster to 
take full account of these interre- 
lationships. 

It may be instructive to exam- 
ine one of the recent GNP fore- 
casts from this point of view. The 
forecast, on the bearish side, fig- 
ures 1958 GNP at $428 billion, 
down from 1957’s $434 billion. 
The table below compares the 
projection with 1957. 

Plant and equipment spending 
is figured to fall $4.6 billion, and 
inventories to be lightened by $4 
billion while residential construc- 
tion, reflecting the anticipated 
easier availability of mortgage 
credit, is calculated to rise $1.2 
billion. As the table shows, gross 
private investment altogether is 
figured to fall $7.4 billion. Net 
foreign investment, reflecting a 
smaller U.S. export surplus in 
1958, is figured to fall $2.7 billion. 
On the other hand, Government 
purchases are slated to rise $2.2 
billion, the net reduction in GNP 
so far being $7.9 billion. 

Paradoxically, consumers, 
given $7.9 billion less to spend by 
other sectors, are nevertheless ex- 
pected to spend $1.9 billion more 
than they did in 1957. Significant- 
ly, all of this increase is put in 
purchases of services, the least re- 
liable area of the consumer ex- 
penditure statistics. Rising unem- 
ployment, short work weeks, fear 
of lay-offs to the contrary—con- 
sumption spending is figured to 
rise inexorably in spite of all these 
actual and psychological deter- 
rents. 


Summing Up 


There can be no doubt that the 
GNP figure is a useful one. But it 
is equally clear that it is far from 
an adequate tool for economic 
forecasting. It needs to be supple- 
mented by other, more basic, sta- 





tistics and by direct reading of § 
the state of the economy. : 

A high GNP figure can be syn- | 
onomous with widespread unem- 
ployment and a low rate of pro- 
duction in manufacturing indus- 
try because of the weight given to | 
sale of services and Government 
purchases. 

The business man and investor 
interested mainly in the state of 
manufacturing and trading busi- 
ness needs to remember that as & 
valuable as the GNP is, it can be § 
seriously misleading if it is not 
used with due regard for all the 
qualifications concerning it. in @ 
business forecasting, as in other © 
areas, old fashioned approaches 
still have virtues not duplicated 
by the modern techniques. 

The strategic sectors to watch 
in the weeks and months ahez: 
are the consumer and busine 
spending patterns. If signs of r 
vival appear, one of the first st 
tistics to react will be the Cor 
merce Department’s series on 
manufacturers’ new orders. With 
a rise in order volume, increased 
production naturally follows. The | 
anticipated strength in spending 
by Government can be expected to 
develop but the other great area 
from which support is expected 
the consumer—is more doubtful. 
Here statistics and direct business 
experience reinforce one another. 
The careful business man will |} 
watching figures on retail sales, 
both the department store figures 
which are released weekly by the 
Federal Reserve Board and the 
more comprehensive series on a! 
retail sales put out monthly by tl 
Commerce Department. It is more 
than a question of whether the | 
consumer is going to fail to speni! 
what is expected. For the idea 
that inventory reduction will run 
its course before too long is based 
on the premise that retail de- 
mands hold up. If they do not, the 
inventory cuts now going on wil! 
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Billions of Dollars 


Gross Private Investment 
Net Foreign Investment 
Government Purchases 


Subtotal 
Personal Consumption 
Expenditures 
Durable goods 
Nondurable goods 
Services 


Total GNP 





TABLE NO. 1 


Est. 
1957 1958 Chg. 
$ 63.6 $ 56.2 $7.4 
3.3 0.6 2.7 
86.6 88.8 +-2.2 
153.5 145.6 79 
280.4 282.3 -1.9 
140.0 140.6 +0.6 
105.4 108.1 +-2.7 
$433.9 $427.9 —$6.0 
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acted to 
at areéa 
ected — 
ubtft The Company has mailed to all shareholders as SALES, INCOME AND OTHER PARTICULARS 
nel ect of February 18, 1958, a preliminary report con- FOR THE CALENDAR YEARS 1957 AND 1956 
usiIness taining the financial statements for the year ended ‘ ese 
nother. December 31, 1957. The financial report and op- 
will } erating particulars presented here in condensed NET SALES 063,03 $145,384,923 
| sale form have been prepared by the Company from Income before federal income tax $ 14,929,396 $ 18,401 
fic : , the more detailed financial statements certified by icecaliaiiasin iiss Wie Dasa Dteieiseaien haa 9.000.000 
igures ye ene ae Sn Tide tikehen. 
g the company’s public accountants, Price Water NET INCOME fer the year = “YT 
by tl house & Co. Copies of the preliminary report to 
nd tl shareholders are available upon request sent to DIVIDENDS PAID IN CASH 
the Secretary at the home office of the company Common stock — $2.25 per share 
ona 7 . . I . in 1957 and $2.125 per share 
. at Buchanan, Michigan. in 1956 ae $ 142.87 4.829.180 
ry tl CLARK EQUIPMENT COMPANY Preferred Stock —$5.00 per sharé 2,0! 65,126 
N 0 
rte A TOTAL DIVIDENDS ‘ od 969 4,894,306 
ler ; = 
" camernal EARNINGS— per share of common 
spen ‘ eames stock outstanding (after dividends 
| > 
e ide President paid to preferred shareholders $3.57 $4.11 
ill run 
; base . , == 
i] de- Balance Sheet—December 31, 1957 
ot, the ASSETS LIABILITIES 
mowit CURRENT ASSETS CURRENT LIABILITIES $ 15,402,629 


Cash r 7! LONG TERM NOTES PAYABLI 31,000,000 
‘ saree CAPITAL STOCK AND 

Accounts receivable § RETAINED EARNINGS 

. a - ss Preferred 5 cumulative — par 
Inventories—at lower of cost or value $100 per share (12,121 

shares $ 1,212,100 

$ 64.702.072 Common — par value $15 per 
: : «cma share (2,291,010 shares 34,365,150 


market 
Prepaid expenses 


Capital in excess of par value of 


INVESTMENTS 9,682,290 
shares 864,000 
LAND, BUILDING AND Earnings retained and used in 2 
EQUIPMENT $48,897,917 the business 21,466,677 


Less — Depreciation 18,998,771 29,899,146 Less—Cost of 1,288 common 
- — shares held in treasury 27,048 57,880,879 


$57,907.92 


$104,283,508 $104,283.508 


CLARK EQUIPMENT COMPANY + Buchanan, Battie Creek, Benton Harbor, Jackson, Michigan 
Chicago, Illinois + St. Thomas, Ontario, Canada 























(a et A AES eS — NN see nm 

TABLE NO. 2 

Personal Consumption 
Expenditures 
(billion dollars) 
Durable Nondurable 

Total Goods Goods Services 
1948 177.6 22.2 98.7 56.7 
1949 180.6 23.6 96.9 60.1 
1950 194.0 28.6 100.4 65.0 
1951 208.3 27.1 111.1 70.1 
1952 218.3 26.6 116.1 75.6 
1953 230.5 29.8 119.1 81.7 
1954 236.6 29.4 120.6 86.6 
1955 254.4 35.6 126.0 92.8 
1956 267.2 33.9 133.3 99.9 
1957 280.4 35.1 140.0 105.4 








leave inventories still excessive in 
relation to the reduced volume of 
sales and a downward spiral will 
be underway. 

Whether or not this happens is 
the key to the business outlook in 
the next few years. In business, as 
in any other activity, forewarned 
—by one’s own observations or by 
such leading indicators of busi- 
ness activity as the Magazine of 
Wall Street’s Business Trend 
Forecaster—is forearmed. 


EDITOR’S NOTE: Mr. Stephen is re- 
ferring to our “Business Trend 
Forecaster”, which appears in 
every issue in “The Business Ana- 
lyst”—and has been so highly ac- 
curate these past several years. 
Since our economy is predomi- 
nantly industrial, we use Indus- 
trial Production as the key to 
business activity, and balance it 
against the state of our economy 
as indicated by the relative 
strength of the 8 sensitive and 
significant economic components. 





Labor Bosses Attempting to 
Tyranize Our Economy 





(Continued from page 673 
not merely by trade unionists. 

“Whoever receives a_ higher 
money income gains relative to 
others who do not, and there is 
nothing in the argument to indi- 
cate why union laborers any more 
than anyone else should be chosen 
to have this agreeable privilege 
of mysteriously spreading pros- 
perity in this way.” 

Without mentioning the Reuther 
“sharing plan,” the economist 
sounds a warning to business and 
to the public: “It is more than a 
possibility that, especially with the 
drive for industry-wide uniform- 
ity, that much that is vital to the 
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competitive character of our econ- 
omy, and which is responsible for 
its high efficiency, will be lost 
through a substantial invasion of 
the management area by labor, 
and that the public will awake 
one day to find that a degree of 
economic control, which it would 
never have tolerated in the hands 
of businessmen, has already 
passed into the hands of someone 
else.” 


Proposal to Break Up Labor- 
Industry Power Combinations 


Industry-wide uniformity in re- 
spect to both management and 
labor is holding the attention of 
Capitol Hill. George Romney, 
president of American Motors 
Corporation saw evil in both, 
when he testified before a Senate 
antitrust subcommittee. Specifi- 
cally he wanted General Motors, 
Chrysler, and Ford split into 
smaller companies and the bar- 
gaining monopoly of UAW in the 
automotive industries parceled out 
—restoration of the concept of em- 
ployees bargaining with their em- 
ployers, through unions exclu- 
sively representing the payrollers 
of a single employer. If industry- 
wide demands are permitted to 
stand in the Spring, auto wage 
bargaining may send “another 
blockbuster chain reaction wage- 
price spiral across industrial 
America,” Romney put it. 

Romney, head of one of the few 
independent auto companies in 
business, proposed a_ break-up 
point at 35 per cent of the total 
sales in its industry; if engaged 
in more than one basic industry, 
25 per cent. If applied today, the 
plan would split GM and Ford 
into two or more companies. 
But, Romney assured, benefits 
would flow to stockholders, execu- 
tives, employees, and customers. 
Under the club of UAW labor de- 
mands car prices have spiraled 
right out of the consumer market, 
leaving wide space for small, less 
expensive, foreign cars to move 
in. The industrialist described the 
technique of the auto workers 
union thusly: “Each year it con- 
centrates its monopolistic power 
on the auto producer who has been 
most profitable. The company 
knows that if it resists the de- 
mand to the noint of strike, its 
competitors will benefit. When it 
gives in, the unions exact the 
same terms from the other pro- 
ducers regardless of their size or 
ability to pay.” 
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Labor Reaps All the Benefits 


It is inability to pay rather 
than sales resistance that augurs 
poorly for the automobile business 
this year. Dealers expect to move 
5.3 million cars this year, against 
5.8 million last year, 6 million in 
1956, and 7 million in 1955. On 
the 36-month payment basis the 
purchasers of the big year 1955 
should be coming into the market 
this year. There’s little evidence 
of it. Cost is the answer: the car 
that sold for $1500 in 1947 had 
gone up to $1950 by 1955, sold for 
$2110 last year, and carries 
price tag of $2200 this year. | 
may be a prettier, shinier ani 
more gadgeted automobile than i 
was thirty years ago but the cor 
ner garage man can tell you i 
isn’t the serviceable or high qua! 
ity piece of machinery the olde» 
make was although it costs 40( 
per cent more money to buy. Yes 
teryear’s product was a sturdy 
durable vehicle. Fenders wer 
made of heavier gauge steel, de 
signed to last. Today’s papier 
mache-like fender panels crumple 
up like an accordion at the leas 
impact, and are  exceptionall: 
expensive to replace or repair 
Bumpers on the old cars were 
what the name implies. Today’: 
are mere decorations affording 
little, if any protection. The an 
swer is clear: as wages have sky 
rocketed into outer space, far be 
yond the possibility of pricing the 
car upward to meet the costs, de 
terioration in materials selection 
and in time and attention to me- 
chanical detail has set in. So today 
the buyer is getting much less for 
the dollar two ways: he pays 
more for an inferior vehicle, by 
the standards of thirty years ago 

It should be clear to union card- 
holders that they too, are consum- 
ers and are losing by paying 
higher prices for low quality. 

3ut they’re paying in another 
way also: the public’s inability to 
meet the high prices resulted in 
extended layoffs of workers over 
the recent holidays, particularly 
at Ford Motor Company and 
Chrysler Corporation factories. 
Already dealers are holding in- 
ventories estimated at approxi- 
mately 800,000 cars. The lagging 
car sales are affecting the stee! 
industry too, with layoffs by a 
number of mills as 1957 steel out- 
put fell almost 2 million tons from 
the year before. 

(Please turn to page 712) 
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on the Progress 
of The Fluor Corporation, Ltd. 








Record fiscal year produces highest sales and net earnings in the 


history of this international engineering-construction firm. 





Fluor’s remarkable growth during the past eight years culminated 


in new records, both for consolidated sales and net earnings, during 





the fiscal year ended October 31, 1957. The company’s year-end back- 


log of uncompleted work also was the highest in its experience. 





Shareholders’ equity in the company reached an all-time high, show- 





9» 99 


ing a one-year increase of $2,763,334, or $2.67 a share, after the 














payment of $768,118 in dividends. Net earnings represented a return 


wate Lf Industries Capit = of 16.6% on shareholders’ equity. (The company has 


Fluor’s engineering-construction sales to the 
petroleum, chemical and electrical utility 
industries have increased dramatically in the 
past eight years. Since 1950, Fluor sales to 
these three dynamic industries have shown a 
562% gain. In that same period, capital expen- 
ditures by these industries have grown 67°, 

















earned an average of 16.4% on shareholders’ equity since 
1942.) You can secure a copy of Fluor’s 1957 Annual 


Report by writing to Department F, The Fluor Corpora- 





tion, Ltd., 2500 S. Atlantic Blvd., Los Angeles 22, Calif. 


Highlights from Fluor’s 1957 Annual Report (Fiscal years ended October 31) 


1957 1956 

Sales $152,432,935 $120,850,525 
Net earnings 2,632,672 736,550 
Per share* 3.46 1.03 
Dividends— per share* 1.05 1.00 
Net working capital 9,069,304 6,931,181 
Shareholders’ equity 15,861,243 13,097,909 
Backlog, October 31 150,000,000 121,000,000 


Adjusted for 20°, stock dividend in 1957. Current annual dividend rate, $1.20 per share 
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Organized labor blames indus- 
try for the price rise. It’s argued 
that Ford spent $185 million to 
develop its 1958 styles, and $246 
million on the 1957 cars that took 
sales leadership from Chevrolet. 
This year Chevrolet remodeled at 
a cost of $300 million. Another 
trend pushing costs up is the mul- 
tiplicity of models. Ford now 
offers 21 models with choice of 
four engines and two wheelbases. 
Chevrolet now has 17 models in 
passenger cars and station wag- 
ons. Plymouth has 19 models with 
choice of six engines. 


Other Labor-Management 
Battles Brewing 


Labor war is not being plotted 
only by unions in the automotive 
and communications field. It is 
generalized. The International As- 
sociation of Machinists is conduct- 
ing a referendum among its 2,099 
lodges and more than 1 million 
members on whether to set up a 
$35 weekly strike benefit in place 
of the present $10 payment. The 
proposal provides a 70-cent in- 
crease in monthly per capita pay- 
ments to the Grand Lodge, 50 
cents of which will go into the 
strike insurance fund. At least 
one of the major appliance manu- 
facturing companies is being eyed 
as a target by James Carey, secre- 
tary of AFL-CIO. 

The foregoing highpoints the 
problem. Where is the solution to 
be found? In Congress? Not un- 
less a realization of the economic 
dangers which are ahead over- 
comes strong political motivation 
to “lay off of the unions.” Bills to 
regulate labor are numerous. The 
Eisenhower - Mitchell - AFL-CIO 
program would have unions make 
complete disclosure of their finan- 
cial transactions, as many of them 

the larger ones — do today. It 
would make some procedural 
changes in a going system. Presi- 
dent Eisenhower tipped off Ad- 
ministration attitudes in his spe- 
cial message on labor: “Union 
officials—most of whom are decent 
honest Americans—are also doing 
much to eliminate the few in the 
ranks of organized labor who are 
corrupt.” 

There are bills to outlaw the 
union shop, ban industry-wide 
bargaining, subject unions to anti- 
trust laws, tighten curbs on picket- 
ing, and restrict their political 
activity — already barred (much 
the same as “dry” Oklahoma 
which issued a mandate that no 
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liquor may be sold in the State 
Capital while the legislature is 
sitting). 

Labor’s forecast of the legisla- 
tive results was well expressed 
by the communications workers, 
whose spokesman said: 

“The threat of restrictive labor 
legislation remains, but new de- 
velopments appear to be dulling 
the anti-labor moves. Among the 
developments are: 

“1. The international crisis and 
appearance of sputniks. 

“2. The economic downturn. 

“3. Strife within the McClellan 
Committee. 

“4. 1958 is an election year. 

“5. Decisive anti-corruption ac- 
tion by AFL-CIO.” 

The single proposal which wor- 
ries the labor bosses more than all 
the rest is that which recognizes 
unionism as it exists today to be 
monopolistic and acts to treat it 
as such by subjecting it to the 
Sherman and the Clayton anti- 
trust laws. Anti-monopoly legis- 
lation didn’t abolish business; in 
fact it improved behavioristic pat- 
terns that sorely needed it. Unions 
stand today in the same position: 
they are in need of Congressional] 
assistance to strengthen the good 
and root out the evil. As business 
did, labor can profit from more 
democratic processes, more gold- 
fish bow] operation. To complain 
that attainment of those objec- 
tives would end unionism is tanta- 
mount to saying it should be 
ended ! —END 





Paper Industry 
Under Adjustment 





(Continued from page 686) 


New Financing and Expansion 
Programs 


Several paper companies in the 
industry have had to go into the 
investment market for funds and 
this trend is likely to continue, in 
spite of the reduction in the ex- 
pansion program. Kimberly- 
Clark, for example, recently sold 
$30 million of debentures and 
West Virginia Pulp & Paper has 
sold $40 million of debentures. 
Mead has arranged $7.5 million 
in long term bank loans. While 
such financing is being accom- 
plished at somewhat lower inter- 
est rates than would have been 
necessary a year ago, owing to 
the easing of the money market, 
it appears that the servicing of 
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this debt will often entail some 
temporary dilution in earnings on 
the common stock, offsetting ad- 
vantages obtained from installing 
additional facilities. 

Over the longer range, the in- 
dustry’s big expansion program 
should pay for itself handsomely. 
It cannot be said that the indus- 
try made any mistake that coul: 
have been clearly foreseen whe 
the program was’ undertaker 
Fully two years and in some case 
four year are required from th 
time when an expansion is firs 
contemplated until initial produc 
tion is obtained from a new paper 
mill and long range forecasts o! 
demand are notoriously subject t» 
error. Hence, throughout 195% 
additional machines will be con 
ing into production, at a tim 
when capacity is temporaril 
more than sufficient, because o 
the decline in general business 
Normally, on a gain of 10 pe 
cent in business, the paper marke 
can be counted on to grow mor: 
than 10 per cent, owing to nev 
uses which are constantly being 
developed. But when the econom) 
starts down, paper is not reces 
sion proof. 

Some of the new expansion wa 
needed, in any event, to replac« 
obsolete high cost facilities. bh 
other cases, the new installation: 
permit cost reductions, by per 
mitting full use of sawdust 01 
other waste materials in making 
paper. 

Certain areas of the paper mar 
ket are also constantly moving 
ahead, owing to new trends in 
packaging or in self-service sale 
of groceries, requiring new paper- 
making equipment. 


Research on New Products 


Intensified research is con- 
stantly creating new paper prod- 
ucts, giving rise to needs for new 
machinery. Champion Paper is 
introducing a new type of metal- 
ized paper. West Virginia Paper 
has recently developed a stretch- 
able paper. New combinations of 
paper with plastics or with alumi- 
num foil are under constant de- 
velopment, and should result in 
the creating of new markets. The 
flip-top box has revolutionized the 
cigarette industry and gives the 
folding box industry higher sales. 

St. Regis has developed with 
Monsanto Chemical a_ unique 
foamed styrene and paper sand- 
wich material. The product, called 
Fome-core board consists of a 
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CREDIT 





Credit plays a vital role in maintaining this 
confidence, and promoting business activity. 


It has helped to bring America’s standard of St mz, 


living to unmatched heights, by supplying the 
power to move goods and provide services. 

To create fast buying action, credit has 
to be readily available. Associates specializes 
in putting credit in suitable packages for the 
convenient buying of automobiles... thus 
giving the dealer a proven selling aid in 
moving his cars. 

Last year Associates provided over 1% 
billion dollars for the retail and wholesale 
financing of automobiles. In addition to its 
key role in automobile financing, each year 
Associates furnishes millions of dollars to 
American industry ...and to individuals 
for family needs. 

Again throughout 1958 Associates is con- 
tinuing its significant service to our dynamic 
economy — making available its ample finan- 
cial resources to facilitate the uninterrupted 
movement of automotive and other products. 


ASSOCIATES 


CONDENSED 


1957 


ASSETS 


‘ASH AND MARKETABLE SECURITIES 
RECEIVABLES: 
Retail motor vehicle installment 
receivables........ : 
Wholesale motor vehicle 
short-term loans... .. 
Direct and personal installment 


Commercial and other receivables 
Less: Unearned discounts 
Reserve for losses. . . 
Total receivables, net 
OTHER ASSETS 


Dec. 31, 1957 
$ 90,379,297 


$711,007,982 
109,199,276 


75,048,989 
__ 48,888,754 
$944,145,001 

58,242,489 
__ 22,717,549 
$863,184,963 
_ 24,372,863 
$977,937,123 





Dec. 31,1956 
$ 90,150,167 


$700,367,608 
72,102,682 
62,836,287 

_ 40,278,730 
$875,585,307 
54,429,155 

__ 22,314,277 
$798,841,875 
16,038,965 
$905,031,007 


CONDENSED CONSOLIDATED INCOME STATEMENTS 
Year Ended 


Discount, interest, premiums and 
other income... . 
Operating expenses : 
Net income before Federal income tax 
Provision for Federal income tax 
Net income : ; 
Consolidated net earnings per share of 
common stock after payment of pre- 
ferred dividends 


Dec. 31, 1957 
$132,473,577 
_96,397,124 
$ 36,076,453 

15,545,000 
$ 20,531,453 


$6.11 


Dec. 31, 1956 
$122,457,993 
86,919,697 

$ 35,538,296 
16,030,000 
$19,508,296 





$5.93 


= 


FINANCIAL 


CONSOLIDATED BALANCE SHEETS 


REPORT 


LIABILITIES Dec. 31, 1957 


$410,355,800 
38,968,000 


Nores PAYABLE, short-term 

Term Noress due within one year 

Common Stock DIiviDEND payable 
January 2, 1958 . : 

ACCOUNTS PAYABLE, ACCRUALS AND 
RESERVES 

UNEARNED INSURANCE PREMIUMS 

LonG-TERM Norss. 

SUBORDINATED LONG-TERM NOTES 

PREFERRED STOCK 

ComMMON STOcK 

SURPLUS 


2,086,807 


36,046,112 
28,194,731 
243,964,000 
80,034,000 
20,250,000 
32,104,720 
85,932,953 
$977,937,123 
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1958 can be one of America’s best years — ———— . 
if we back it with confidence and action! ; en greener 





Dec. 31, 1956 
$436,556,800 
28,021,000 


2,031,557 


37,481,065 
29,227,061 
182,300,000 
65,600,000 
22,500,000 
31,254,720 
70,058,804 
$905,031 ,007 


Commercial and Installment Financing 





ASSOCIATES 


INVESTMENT COMPANY 


ASSOCIATES DISCOUNT CORPORATION 


and Other Subsidiaries 


HOME OFFICE + SOUTH BEND, INDIANA 












core of stiff foamed styrene plas- 
tic with a sheet of kraft paper on 
each side. This “wet-proof” ma- 
terial will be used in packaging 
frozen and refrigerated products. 
It may eventually compete di- 
rectly with more expensive wood- 
en boxes now used at the rate of 
nearly 150 million a year. Simi- 
larly, St. Regis has developed a 
process for rolling rayon and 
other synthetic fibers on paper 
machines, to form a new type of 
durable packaging material, to 
compete with textile bags. 

The export market is another 
field in which the paper industry 
has high hopes for the future. 
Few good timber growing areas 
are easily available abroad, and 
if the industrialization of foreign 
countries proceeds rapidly, new 
export markets will be created for 
America paralelling those which 
have been developed for Canadian 
newsprint. 

On the unfavorable side, the 
paper industry must count on 
such developments as increased 
competition in packaging from 
plastics and aluminum foil, as 
well as an increased use of bulk 
methods, such as carload lot ship- 
ments of cement and sugar in 
bulk. 

Another possible source of con- 
cern is the tendency of large users 
of paper, such as newspapers or 
magazines, to create their own 
sources of supply, instead of pur- 
chasing supplies from paper man- 
ufacturers. By the weight of their 
buying, also, the magazines and 
newspapers occasionally mey 
make advantageous long term 
deals at low cost, particularly 
when operations are well below 
capacity. 

The newsprint industry shares 
with other paper producers the 
problems of a temporary excess 
of capacity and the profit squeeze. 
North American newsprint capac- 
ity has risen 18 per cent over 
1950, yet consumption has dipped 
slightly. Prices of newsprint have 
been increased insufficiently to 
offset cost rises, and as a result, 
profits of newsprint producers as 
a group both in Canada and the 
United States have been reduced 
by one-third in 1957. 


Caution Investment Watchword 


Summarizing the outlook for 
1958, it appears that the paper 
industry is better equipped to 
take care of an expansion of its 
market over the longer term than 


714 


it is to protect profit margins and 
assure an adequate return on in- 
vestment this year. Temporarily, 
the industry must pay a penalty 
for the very characteristics of 
growth which have brought it in- 
creased profits until now. Paper 
stocks sustained a substantial de- 
cline since reaching their highs in 
1956. For those willing to ride 
with them through a period of re- 
duced earnings, they may already 
be attractive. But it seems best to 
await a more definite signal that 
the industry has turned the cor- 
ner before considering invest- 
ment. —END 





The Strength of the West 
in the Middle East 





(Continued from page 683) 


country which is half Christian— 
is distinctly pro-west in character 
and outlook. 

On the positive side is, first of 
all, the solution of the Jordanian 
problem in favor of the West. Jor- 
dan, with its majority of Pales- 
tinian refugees, had lone been the 
weakest link in the chain of pro- 
Western countries in the Middle 
East. Most of its people are more 
interested in the problem of Pal- 
estine than in their own country, 
and are, therefore, receptive to 
Nasser’s propaganda. In fact, 
there is no doubt that Nasser had 
planned to include Jordan in his 
Greater Arabia scheme. Had Iraq 
not anticipated this move, Jordan 
might already have been lost to 
the West. As it is, it is now in a 
firm and, apparently, permanent 
alliance with the Middle East’s 
most pro-Western country. If, as 
a result of this merger, some of 
the 500,000 unemployed Pales- 
tinian refugees who eke out a 
miserable existence in the U.N. 
refugee camps in Jordan, can be 
resettled in labor-short Iraq, it 
would point the way to solving 
the Middle East’s stickiest and 
thorniest problem. 

Still another pro-Western feat 
accomplished by the merger is 
that it has enabled Iraq to break 
out of the political isolation into 
which it had been driven by 
Nasser because of its alliance with 
the Baghdad Pact. The merger 
has greatly enhanced Iraq’s pres- 
tige throughout the Arab world 
and has once again made it a 
serious contender for leadership 
of the Middle East Arabs. The 
fact that this has happened de- 
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spite Iraq’s continued adherence 
to the Baghdad Pact is a political 
victory for the West. 


Strong Anti-Nasser Bloc Emerging 


Finally, after an initial hesi- 
tation as to which of the two 
new countries he should suppor, 
King Saud has now unequivocally 
thrown in his weight on the side 
of the Iraqui-Jordanian Arab Fed- 
eration. Thus, for the first time 
since Nasser and the Soviet Union 
became a factor in the Middle 
East, a strong, well-defined ani 
well-organized anti-Nasser an! 
anti-Soviet bloc has emerged i 
the Middle East. 

A glance at the map herewit 
will show that the countries ac 
jacent to Egypt itself are all pré 
western—that the shores of Sauc 
Arabia practically extend th 
length of the Red Sea, except fo 
little Yemen, which occupies 
small area at the tip—with Ade 
on its frontier, with its port at th 
mouth of the sea. Then there i 
Oman extending all the way alon; 
the Arabian Sea and into the Per 
sian Gulf. On the other side o 
the Red Sea we find the Suda 
Eritrea and Ethiopia, all wester) 
oriented countries — clearly show 
ing that by wise and intelligen 
handling ot the situation we 
should be able to maintain a stron, 
position in this area, especiall) 
since the oil-rich Arab states hav: 
clearly shown their unwillingnes 
to share their wealth with thei 
poorer neighbors — having at the 
same time expressed themselve 
against accepting Nasser as thei) 
leader. 

Besides, Nasser’s role in Afric: 
itself is undergoing changes of 
potential significance to the West 
Egypt’s relations with its south- 
ern neighbor, the Sudan, have 
been deteriorating for quite some 
time and are now at the point of 
armed conflict. In tze past the 
main disagreement was over the 
two countries’ respective shares 
of Nile water for irrigation and 
hydroelectrical purposes. Such an 
agreement is a precondition to a 
start on Nasser’s pet project, the 
Asswan High Dam. So far, the 
two countries have failed to reach 
agreement because each wants a 
bigger quantity of water for itself 
than the other is willing to give. 
In addition, the Sudanese govern- 
ment has recently insisted that 
any new Nile waters agreement 
should come from a conference in- 
cluding the other two riparian 
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Continental Motors and its consolidated sub- 
sidiaries, Wisconsin Motor Corporation and 
Gray Marine Motor Company, had net sales of 
$135,610,890 in the fiscal year ended October 
31, 1957, as compared with $125,116,269 in 
fiscal 1956. 


Net earnings per common share more than 
doubled—from 49 cents in 1956 to $1.09 in 
1957. 


Wisconsin Motor Corporation experienced a 
good year, following termination of the strike 
which closed it down from May 2 to August 
15, 1956. It produced a normal profit return 
in 1957. 











Ended Oct. 31 
Engine output (horsepower) _ 
Net sales 
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FROM THE 1957 


. ANNUAL REPORT 


HIGHLIGHTS. 


10,549,655 ‘10,783,043 13,876,317 





the Corps of Engineers, United States Army. 
Additional models are expected to reach the 
production stage in 1958. 


Military engine production in 1958 will be 
scheduled in keeping with the 1958 concept 
of defense requirements. 


The Continental Aviation and Engineering Cor- 
poration MA-1A trailer-mounted starter for 
large jet planes has now passed all qualifying 
tests and gone into production. Continental 
Aviation and Engineering Corporation builds 
the entire unit, consisting of trailer, Model 141 
gas turbine air compressor, and controls. 





@ Although the $100 billion highway program - Continental Motors’ air-cooled industrial en- 
has been unexpectedly slow in getting under gine division is going after business in the 
way, Continental felt its stimulating effect in expanded riding mower field in 1958. It has 
1957, and it remains the promising source of brought out a now 4-horsepower model in this 
engine business in 1958. heavy-duty series, designed expressly for 

riding mower applications. 

@ Tests of the multi-fuel hypercycle engine men- 
tioned in the 1956 Report are continuing, and e Two new Continental aircraft engines—the 
they forecast numerous military, transporta- GO0300-A and the 10470-C—are being added 
tion, agricultural and industrial applications to the production models in 1958. The former, 
for this engine of modern design. featuring geared propeller, powers the new 

Cessna 175, due for introduction this Spring, 

@ Production started in late 1957 on two of the and the latter, the first continuous-flow fuel 
small air-cooled Military Standard engines, de- injection engine, powers the new Beech J-35 
veloped by Continental in collaboration with Bonanza, just announced. 

STATISTICS 
oe 1957 1956 1955 1954 1953 


14,659,577 23,073,000 


_$135,610,890 —$125,116,269 —$145,465,155  $182,061,693  $298,438,605 


Net earnings —-—=s————«é$ 3,583,301 = $1,604,924 «$2,502,287 «$4,542,748 $6,023,812 
Net earnings per common share = $1.09,—(§“ §$ § 049 = SG $1.38 = $1.83 
Dividends per share $0.35 025 $0.70 $0.80 $0.80 
Current assets $64,454,365 $59,262,735 $58,115,700 $67,362,396  $104,895,088 
Current liabilities : $30,598,007 = $28,304,638 = $27,553,219 $35,667,076 +  —- $72,618,572 
Net working capital $33,856,358 $30,958,097 = $30,562,481 = $31,695,320 $32,276,516 
Ratio of current assets to 

current liabilities 2.1 to 1 21itol —s 2101 L9tol ss A.4tol 
Long-term debt __ $2,480,000 — $2,760,000 — $3,040,000 $3,320,000 $3,600,000 
Property, plants and equipment (net) $16,223,841 $16,547,581 $17,219,239 = $16,654,419 = $14,085,545 © 
Stockholders’ equity _ $47,557,824 $45,129,523 $44,349,599 = $44,157,312 $42,254,564 — 
Book value per common share $14.41 $13.68 $13.44 $13.38 $12.80 














[ontinental Motors [orporation 


MUSKEGON, MICHIGAN 


























Public Service Electric 
and Gas Company 


NEWARK,.N. J, 


QUARTERLY DIVIDENDS 














The Board of Directors has de- 
clared the following dividends 
for the quarter ending March 
31, 1958: 
Class of 
Stock 
4.08% Cumulative Preferred . .$1.02 
4.18% Cumulative Preferred .. 1.045 
4.30% Cumulative Preferred .. 1.075 
$1.40 Dividend Preference .. .35 
GOUNRES oc cccccee -- 45 


Dividend 
Per Share 


All dividends are payable on or 

before March 31, 1958 to 

stockholders of record March 
3, 1958. 

F. MILTON LUDLOW 

Secretary 








PUBLIC SERVICE 
CROSSROADS OF THE EAST 


jz 




















Gy, OMAN 
Ball, 235th 


medi Consecutive 
Quarterly Dividend 

A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable April 15, 1958, to share- 
holders of record March 14, 1958 
EMERY N. LEONARD 


Secretary and Treasurer 
Boston, Mass., February 10, 1958 

















E.1.oU PONT DENEMOURS & COMPANY 


Wilmington, Del., February 17, 1958 


The Board of Directors has declared this 
day regular quorterly dividends of $1.121/2 
a share on the Preferred Stock—$4.50 
Series and 87'.¢ a share on the Pre- 
ferred Stock—-$3.50 Series, both pay- 
able April 25, 1958, to stockholders 
of record at the close of business on 
April 10, 1958; also $1.50 a share on 
the Common Stock as the first quarterly 
interim dividend for 1958, payable March 
14, 1958, to stockholders of record at the 
close of business on February 24, 1958. 


P. S. pu PONT, 3RD, Secretary ] 
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territories, Uganda and Ethiopia. 
This has been rejected by Egypt, 
since it would give these two 
strongly pro-Western countries a 
direct voice in the control of her 
major natural resource. 

To this existing dispute between 
Egypt and the Sudan has now 
been added a new and more ex- 
plosive one in the form of a terri- 
torial claim against the Sudan. 
According to the latest reports, 
Nasser has taken over the dis- 
puted territory in order to annex 
it to his United Arab Republic. 
The Sudanese government is pro- 
testing the annexation, and is pre- 
paring to bring the case before 
the Arab League of which it is a 
member in good standing. Thus, 
we have another instance of the 
widening cleavage between the 
Nasser regime and some of the 
other Arab countries. 

At the moment the only place 
in the Arab world where Nasser 
is apt to pick up some support is 
North Africa. The main reason 
here is the bombing of the Tuni- 
sian border village of Sakiet-Sidi- 
Youssef by the French airforce. 
It has stirred up such tremendous 
resentment throughout the area 
that the stature of the liberal and 
pro-Western Tunisian president 
Habib Bourguiba has temporarily 
declined at the expense of the 
Egyptian leader. The recent meet- 
ing of the leaders of the Algerian 
Liberation Front in Cairo instead 
of Tunis, shows how quickly the 
anti-Western forces have taken 
advantage of the situation. 

So far, Nasserism is still only 
embryonical in North Africa, but 
incidents such as the French 
bombing help greatly to develop 
it. Now, President Bourguiba has 
sought to temper his stringent 
demands, accepted U.S.-British 
mediation and _ postponed the 
United Nations inquiry. 

As this writer, who talked to 
him personally at great length 
just a couple of months ago, can 
testify, Bourguiba is neither anti- 
French nor pro-Nasser. In fact, he 
is one of the most solidly and 
sincerely pro-Western statesmen 
anywhere in the Afro-Asian 
world. He is also the most impor- 
tant personality in North Africa, 
and may well one day be the head 
of a united North African Federa- 
tion, the great dream of all Arabs 
of that area. Such a bloc would 
add additional strength to the 
Western position and be a consid- 
erable setback to Nasser’s proven 
ambitions. —END 
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New Realism Needed 
In Deciding On 
Plant Locations 





(Continued from page 677) 


Growing Recognition of 
Social “Climate” 


Workers can be taught quickly 
how to operate machines. 

In association with their em- 
phasis upon the value of linkage, 
the power company recognizes the 
importance of an attractive en- 
vironment for employees of the 
producers. Its Research and De- 
velopment division helps to plan 
layouts not only of the plants but 
of these areas that will be called 
“home” by the workers. The 
company also makes available to 
communities already established 
nearby, “municipal workshops’ 
where citizens may listen to ex- 
perts on planning, discuss their 
common problems and hopefully 
put their ideas in work. 

The Vanadium Corporation of 
America found it necessary to 
move one of its plants from Ed- 
dystone, Pennsylvania. Its Plan 
Manager, in a talk before the 
Great Lakes Industrial Develo; 
ment Council meeting in Peoria, 
Illinois last year, discussed th 
procedure in making the shift. H 
presented many reasons for the 
final selection of Cambridg« 
Ohio as the location for their nev 
plant, stressing among them th 
social aspect. Toward the close o! 
his address, he made the follow 
ing statement: “...if I were asked 
to name just one reason for se 
lecting Cambridge, I would hav: 
to say it was because of the en 
lightened business leadership a 
represented by organizations suc! 
as the Cambridge Industrial As 
sociation and the Chamber o 
Commerce.” But this was not ali 
He said further: “We have foun 
Cambridge, Ohio a good place ir 
which to live, to do business anc 
to raise our families. We feel] tha' 
we belong, that we are a part o 
the community, and we are quité 
happy that our management fel 
that social factors were importan 
in determining the location fo 
our new plant. 

Roy W. Johnson, Vice Presi 
dent of the General Electric Com 
pany, in a recent effective ad 
dress, “Community Assets in Lo 
cation of New Industry,” placec 
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Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 195 
60 cents per shore; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 44 

27 cents per shore 


The above dividends are pay 
able March 31, 1958, to stock 
holders of record March 5 
Checks will be matied from 
the Company's office in L 


Angeles March 31. 
P.C. HALE, Treasurer 


February 20, 1958 





PHARMACEUTICAL PRODUCTS FOR 


tHE MEDICAL PROFESSION SINCE 1888 


Laboratories 


The Board of 
Directors has de- 
clared the follow- 
ing quarterly 
dividends, payable 
April 1, 1958, to 
stockholders of 
record Mar. 5, 1958. 


¢ 45 cents a share 
on Common Stock. 


e¢ $1.00 a share on 
Preferred Stock. 


Consecutive 
Dividend 


Feb. 20, 1958 / North Chicago, Illinois 


MARCH 1, 1958 





considerable emphasis upon the 
role of social elements in produc- 
ing a climate attractive to indus- 
try. He referred to their guide 
containing 187 questions which 
his company uses in determining 
the quality of prospective loca- 
tions for its plants. Among a well 
balanced series of eight consid- 
erations we cite the following 
one: 

“Social, Cultural and Educa- 
tional Institutions: A social and 
cultural atmosphere that will at- 
tract and hold good professional 
employees, including good and 
adequate schools, an enlightened 
press, radio and TV, and an 
abundance of healthful recrea- 
tional opportunities.” 

Someone has referred to these 
social elements as a form of 
“fringe benefits.” The role of the 
human factor in the selection of 
the locations of their 85 or more 
branch plants has been empha- 
sized by still other members of 
this vast organization. More re- 
cently their public relations direc- 
tor stressed the same points in- 
sisting that the individual is still 
vital in the progress of a commu- 
nity and that this philosophy is 
of concern to industry. 


Problems of Location 


We would be remiss, if in con- 
sidering the problem of location, 
we failed to note that the “shield” 
has two sides. If we look at the 
reverse side, we find that a new 
plant can damage a community 
as well as itself in the long run if 
its proprietors fail to examine 
fully all locational characteristics. 
If an industry locates where labor 
is insufficient with the intention 
of supplementing it by importing 
from other parts of the country, 
there is a possibility that the only 
substantial reservoir which could 
be tapped consists of low-stand- 
ard individuals. Such importa- 
tions dilute the quality of the 
resident stable population. Often 
they are the type that fail to 
maintain adequately the proper- 
ties they occupy and frequently 
are the principal customers of 
undesirable retail businesses. 
They are not thrifty, and when 
out of work for extended periods 
of time throw themselves upon 
public charity. Local taxes often 
increase. Downgrading of a whole 
neighborhood or the entire com- 
munity in terms of livability and 
cost of living may follow. And ul- 
timately the very industry which 





AREA RESOURCES BOOK 













explains why the 
crea we serve 
offers so much 
opportunity 
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UTAH POWER 


& LIGHT CO. 


Serving in Utah - Idaho 
Colorado - Wyoming 















UNITED CARBON 
COMPANY 


CHARLESTON, 
WEST VIRGINIA 


DIVIDEND NOTICE 


A quarterly dividend of 50 
cents per share has been de- 
clared on the Common Stock 
of this Company, payable 
March 10, 1958, to stock- 
holders of record at close 
of business on February 25, 
1958. 

C. H. McHENRY 

Secretary 

















Atlas Corporation 


33 Pine Street, New York 5, N.Y. 







Dividends declared on 
59 Cum. Preferred Stock 
and Common Stock 









¢ Preferred Dividends 
No. 7, 8, 9 and 10 


Regular quarterly of 25 
per share, for the year 1958 


Payable March 15, June 16, 
September 15, and December 
15, 1958 

Record dates February 27 


May 26, August 26, and No- 

vember 26, 1958, respectively 

Common Dividend No. 65 

Regular quarterly of 15s 

per share 

Payable March 20, 1958 

Record date February 27, 1958 
WaLTer G. CLINCHY, 

Treasurer 


February 15, 1958 














For Profitable 
1958 MARKET DECISIONS 
Order Now New January 
YEAR END EDITION of 
GRAPHIC STOCKS 


Over 


L001 CHARTS 


Shown are: 

Monthly Highs and Lows 
Monthly Volume of Trading 
Annual Earnings 

Annual Dividends 

Latest Capitalization 

Stock Splits - Mergers - etc. 





2 te ot 


Contains Complete Dividend Records 
for the year 1957. 


(Free: Sample of charts on request.) 


SINGLE COPY (Spiral Bound) $10.00 
ANNUAL SUBSCRIPTION 
(6 copies) 


F. W. STEPHENS 


87 Nassau St., New York 38 
Tel.: BE 3-9090 
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DIVIDEND NOTICE 


The Board of Directors has declared 
a regular quarterly dividend of 25+ 
per share on the common stock of 
this Company, payable 
March 31, 1958, to stock- 
holders of record at the 
close of business March 10, 
1958. 

R. L. Tower, 

Presiden: 
Big Spring, Texas 





initiated the situation may depart 
or, other industries heretofore 
dependent upon labor of a higher 
order may decide to leave. 
Industries can pollute streams 
and the neighborhood air. They 
can make noises that disturb the 
quiet of the locality. They can 
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generate traffic to create not only 
noise, but congestion on the com- 
munity streets and avenues and 
hazards to life and limb. These, 
too, are elements which can be 
self-defeating and create such 
local antagonisms as to interfere 
with industrial growth. Happily 
the indifference of a former day 
is fast disappearing’ and owners 
of plants are finding the elimina- 
tion of all of these adverse ef- 
fects, even when the cost of so 
doing is substantial, to be prof- 
itable. 

Any discussion of problems as- 
sociated with the selection of 
locations for industrial plants and 
the maintenance of the virtues of 
a location should include a look 
ahead. As we have seen, loca- 
tional qualities are not permanent 
even though sites are fixed. What 
may seem improbable now, may 
shortly become a reality. 

The jet plane which now flies 
at speeds of 500 to 1000 miles per 
hour will eventually carry freight 
in substantial quantities, not 
merely small package freight but 
cargoes of machinery and many 
other sizeable and heavy products. 
When this happens, sooner than 
we think, perhaps not more than 
a decade away, all the earth’s 
industries will become close neigh- 
bors. Their locations and their 
markets will have shifted rela- 
tively. Competition will become 
even keener. For example, the 
Ruhr District of Germany will be 
just “around the corner” from the 
Pittsburgh-Youngstown _ steel 
area. The paper manufacturers 
of Finland and Scandinavia will 
be “just across the street” from 
corresponding manufacturers in 
New Engiand and Wisconsin. No 
plant will have a significant com- 
petitive advantage over another 
in terms of distance, and although 
there are those unwilling to be- 
lieve planes will transport raw 
materials, we can be certain that 
the potash of Germany, the tin of 
Bolivia, the copper of Northern 
Rhodesia, or the tungsten of 
China, as well as hundreds of 
other raw materials and finished 
products will be only a matter of 
a few hours away from our re- 
ceiving platforms. The new Euro- 
pean Common Market, should it 
succeed, will offer American pro- 
ducers keener competition. This 
is not mere fantasy. Only twenty 
vears ago the “experts” were say- 
ing planes would never fly long 
distances or carry heavy loads; 
that they would be mere adjuncts 
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of the lighter-than-air craft. 


ufacturers will weigh carefully 
these prospective momentous de- 
velopments which will set the 
stage for still other revolutionary 
changes, changes which will affect 
profoundly, their own business 


future and the whole economic 
and social structure of our way 
of life. —END 





Companies With a Stake 
in Zip Fuels 





(Continued from page 689) 


900 pounds and give the roc <et 
an almost limitless range or a 
small fuel supply. Scientists h: ve 
no doubt of their ability to bvild 
a satisfactory fusion engine, | ut 
most conservative estimates place 
the development at least twert) 
vears in the future. 


Investment Outlook 


One source of concern among 
investors is that newly developed 
fuels will quickly render older 
ones obsolete, seriously affecting 
the fortunes of the companies in 
production. No definitive answer 
can be given to this question, but 
the evidence suggests that there 
will be a continuing demand for 
most rocket fuels, regardless of 
ultimate developments. 

The reasons are fairly obvious. 
Not all rockets will require the 
potent new fuels for efficient 
operation. Even today, for exam- 
ple, several of the operational 
smaller missiles operate on kero- 
sene mixtures, already developed 
solid fuels, or such prosaic and 
plentiful materials as hydrogen- 
peroxide. The boranes will satisfy 
a wide range of missile needs 
once they have been perfected in 
the solid state, and will find other 
markets as aviation fuel adidi- 
tives, once the costs of production 
have been brought under control. 

The newer fuels will be created 
to suit special prob!ems. They will 
not displace the older ones. 

None of this means that there 
are handsome profits immediately 
ahead. Rocketry is still in its in- 
fancy. But the rapid strides be- 
ing made lend hope that within 
the next decade there will be 
profitable markets for the grow- 
ing list of “zip” fuels. —END 
STREET 
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4A out of 16 Foreeast Stocks 


... reached new 1957-58 highs in the past month 





= 
SOUND PROGRAM FOR 
1958 


For Protection — Income — Profit 


There is no service more practical... 
more definite . .. more devoted to your 
interests than The Forecast. It will bring 
you weekly: 

Three Investment Programs to meet 
your various aims ... with definite 
edvices of what and when to buy and 
when to sell. 


Program 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 


Program 2—Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 

Program 3—Low-priced stocks for large per- 
centage growth. 

Projects the Market . . . Advises What Action to 
ske . . . Presents and interprets movements by 
dustry of 46 leading groups comprising our broad 

Stock Index. 


spply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index. 
90 High-Priced Stocks. 100 Low-Priced Stocks; 
so Dow-Jones Industrials and Rails from 1950 


to date. 

Dow Theory Interpretation . . . tells whether 
major and intermediate trends are up or down. 
Essential Information for Subscribers . . . up-to- 


ate data, earnings and dividend records or 
securities recommended. 


Telegraphic Service . . . If you desire we will wire 
you our buying and selling advices. 


Washington Letter—Ahead-of-the-News interpreto- 
tions of the significance of Political and Legisla- 
tive Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 














~ 
Tre buoyoney of the sound issues recommended by The 
Forecast is shown by the fact that one quarter of all the stocks 
in our open position have hit new 1957-58 price peaks in the 
past month. 

These stocks on which our substantial profits have mounted 
include American Chiele. Pacific Gas & 
Electric and Reynolds Tobacco. 


American Tobacco. 


Our latest monthly audit showed that for all 16 stocks 
carried in our weekly bulletins — profits of over 312 points 
had acerued from our original purchase prices. Our stocks 
currently fall into two principal categories: 


(1) High grade issues among tobaccos, utilities, food, 
banking — which provide security with assured divi- 
dends. They may benefit further from easing in money 
rates. 
(2) Leaders in missiles, high-energy fuels, rocket en- 
gines, electronics... prime beneficiaries of our revital- 
ized defense program. 
Our success in meeting the challenge of the difficult 1957 
market was outstanding. We were virtually alone in advis- 
ing subscribers to “salt down” handsome profits in May and 
July ...to increase cash reserves to 52°°, just be fore the 
major decline got under way. 


Subscribers know that we will advise them just how long 
current Forecast stocks should be retained... and WHEN 
and WHERE eash reserves should be reinvested as excep- 
tional new investment values emerge. 

ENROLL NOW — STRENGTHEN YOUR ACCOUNT 
Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain—which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our coming recommendations when we 
give the buying signal. 


























Maul Coupon 3 SPECIAL OFFER—Includes one month extra FREE SERVICE a} 
Joday THE INVESTMENT AND BUSINESS FORECAST 
- of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Special Offer I enclose (1) $75 for 6 months’ subscription: [J $125 for a year’s subscription 
(Service to start at once but date as officially beginning 
MONTHS’ $75 one month from the day you receive my payment.) 
SERVICE SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: [) $1.00 six months; [) $2.00 C) Telegraph me collect your Forecast rec- 
. one year in U. S. and Canada. ommendations .. . fhen to buy and 
MONTHS $125 Special Delivery: [) $7.80 six months; when to sell . when to expand or con- 
SERVICE C)} $15.60 one year. tract my position 
thom 
Complete service will start at Address 
ence but date as officially be- City 
ginning one month from the day oun 
wr cam & reeves. Seb- ace salamat anil ts ict List up to 12 of ities for © 
2 uu u Trip on sha no e assigne a sts up o 2 Oo} our securities or our 
scriptions to The Forecast are any time without your consent initial aE se a. advisory report. 
deduetible for tax purposes. | 
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Diamond 
Chemicals 


Regular Quarterly 
Dividend on Common Stock 
The Directors of Diamond Alkali 
Company have on February 20, 
1958 declared a regular quarterly 
dividend of 45 cents per share, 
payable March 14, 1958 to hold- 
ers of common capital stock of 

record March 3, 1958. 


DONALD S. CARMICHAEL, Secretary 
Cleveland, Ohio - February 20, 1958 


DIAMOND ALKALI! COMPANY 


Chamicals you line by 








































TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company’s cap- 
ital stock outstanding and entitled to re- 
ceive dividends, payable March 15, 1958, 
to stockholders of record at the close of 
business March 3, 1958. 

E. F. VANDERSTUCKEN, JR., 


Secretary. 








For Profit and Income 





(Continued from page 697) 


national Nickel, Johns-Manville, 
Joy Mfg., Kaiser Aluminum, Ken- 
necott, Monterey Oil, National 
Steel, Owens-Corning Fiberglas, 
Pure Oil, Rayonier, Reynolds 
Metals, Shell Oil, Skelly, Stand- 
ard Oil of Indiana, Sunbeam, 
Thompson Products, Union Car- 
bide. 


Conservative 


Around 28 in a_ 1956-1958 
range of 36-24%, yielding about 
5.7% on a secure $1.60 dividend, 
Union Tank Car is a sound value 
for conservative investment ac- 
counts. Earning power is around 
$2.50 a share, should be well- 
maintained this year and is sub- 
ject to gradual long-term growth. 
The business (mainly leasing a 
large fleet of tank cars to major 
oil companies) is fairly stable. 
Dividends have been continuous 
since 1914. There have been sev- 
eral boosts in the rate in the post- 
war period to date. 




































tures as follows: 


May 1, 1958 


above mentioned dates. 


February 24, 1958 





ARMOUR AND COMPANY 
5% Cumulative Income Subordinated Debentures, Due 1984 


Notice is hereby given that ARMOUR AND COMPANY, 
pursuant to the Indenture under which the above Deben- 
tures have been issued, will pay interest on the Deben- 


—$2.50 per hundred dollars 
principal amount of Debentures 
November 1, 1958—$2.50 per hundred dollars 

principal amount of Debentures, 
being payment in full of all interest accumulated to the 


Holders of coupon Debentures should detach Coupon 
No. 7 on May 1, 1958 and Coupon No. 8 on November 1, 
1958 and present them for payment either at the 
Continental Illinois National Bank and Trust Company of 
Chicago, 231 South La Salle Street, Chicago 90, Illinois, 
or the Chase Manhattan Bank, Agency Coupon Paying 
Department, 37 Wall Street, New York 15, New York. 
The Trustee, City National Bank and Trust Company of 
Chicago, will mail checks for the interest payable on 
Debentures not in coupon form. 


ARMOUR AND COMPANY 
By: F. A. Becker 
Vice President and Treasurer 
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New Tests 
Market Must Meet 





(Continued from page 667) 


above 5%. It would also be un- 
precedented, even if not impossi- 
ble, for stocks to rise greatly from 
a level at which dividend yield is 
less than 30% in excess of bond 
yield, against 100% or more at 
the market’s 1953 and 1949 bot- 
toms. When one weighs potenti ils 
in individual stocks, comparing 
present price-earnings ratios and 
yields with those at really defla' ed 
past market levels, the conclusion 
is that most issues are either 
adequately priced or over-pricd, 
few are under-valued. In the gen- 
eral picture as we see it, there is 
nothing seriously disturbing—! ut 
there is not a great deal to ‘ go 
for” in the market. According!y, 
our conservatively selective pol- 
icy is unchanged. 

—Monday, February 24 





What's Ahead for the 
Food Processors 
and Merchandisers 





(Continued from page 695) 


expectation that dividend pixy- 
ments will become more liberal, 
but also that sales and earnings 
gains will slow down. Whether or 
not such a slackening in the rate 
of progress is ahead, the grocery 
chain stocks, even after their re- 
cent advance, are mostly selling at 
more conservative prices in rela- 
tion to prospective 1958 earnings 
than the leading industrial stocks. 

In short, this review of the sit- 
uation suggests that the current 
enthusiasm for the grocery chain 
stocks, taken as a group, is war- 
ranted by their past performance, 
their present position, and their 
future prospects. 





Keeping Abreast 





(Continued from page 706) 
company’s first commercial appli- 
cation in the field of agricultural 
chemicals of its experienced tech- 
nology in the manufacture of 
chlorinated cyclic compounds. 
Patent applications by Heyden 
Newport covering the new mate- 
rials are pending in the U.S. and 
more than 25 foreign countries. 
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al stocks. most attractive for income and growth... Throughout the year we keep a complete 
f the sit- preventing sale of those now thoroughly liqui- record of each transaction as you follow our 
. current dated and likely to improve. We will point out advice. At the end of your annual enrollmen) 
ry chain unfavorable or overpriced securities and you receive our audit of the progress of your 
is war- make substitute recommendations in com- account showing just how it has grown ip 
ormance, panies with unusually promising 1958 pros- value and the amounts of income it has pru- 
ind their pects and longer term profit potentials. duced for you. 

st be : , , 

¥ ull information on Investment Management Service is yours for the asking. Our rates are 

cae based on the present value of securities and cash to be supervised—so if you will let us know 
106) the present worth of your account—or send us a list of your holdings for evaluation—we shall 
ial appli- be glad to quote an exact annual fee...and to answer any questions as to how our counsel 
‘icultural can benefit vou. 
ced tech- 
‘ture of 
pounds. 
Heyden INVESTMENT MANAGEMENT SERVICE 
door pe A division of THe Macazine or WALL Street. A background of fifty years of service. 
ries. 


TAKE CARE OF YOUR INVESTMENTS TODAY 


—So They Can Take Care of You Tomorrow 


(Important—To Investors With 550.000 or More!) 


Tre general market decline and partial re- 
covery in the past eight months have served to 
underscore the fact that securities today need 
careful and continuous supervision by a cap- 
able staff of investment specialists. 

This is no time to follow a “do nothing” 
investment policy, which can prove so costly 
at a time when widespread changes are taking 
place in the activities, earnings and finances 
of leading, as well as secondary, companies. 


Yet, few investors have the time, special- 
ized training and experience . . . or the broad 
facilities and contacts . . . so essential to suc- 
cessful investment in a changing world. Most 
investors are too much occupied by their busi- 
ness, professional or personal affairs to learn 
of and interpret correctly the newest develop- 
ments bearing on their holdings. 


We believe the surest and most practical 
solution is Investment Management Service — 
which has successfully aided investors in mar- 
kets of every type to protect and build their 
capital and income . . . looking to future 
financial independence. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obiainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 
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Industrial 
Miracle: 


7%-cent steel 


In laboratories at U. S. Steel’s new research center at Mon 
roeville, Pa., we are making today’s steel a better value 
There, too, we are developing steel to withstand heat from 


atmospheric friction as no other metal can, for supersonic 


flights of the future. A long-range program is aimed at devel- 
oping a metal twice as strong as any now existing. Here, 
research men are working on new high temperature alloys 


To hold costs and prices at the lowest possible level through 
increased operating efficiency, U. S. Steel is continually im- 
proving its facilities. For example, shown above is one of 
U. S. Steel's new sintering plants scheduled to start opera- 
tion in the Fall of 1958. Upon completion, the plant will 
produce 15,000 tons of sintered ore daily for U. S. Steel 


Mosr MEN AND WOMEN would have no 
eartnly use for an ingot of steel. So you may not 
have the remotest idea of what steel costs. 

Actually, for all of the steels that it ships, United 
States Steel gets an average of 73/4, cents a pound. 
Less than a dime still buys a commodity whose 
manufacture requires billions of dollars worth of 
equipment, the skills of hundreds of thousands of 
men, and mountains of raw materials gathered 
from many parts of the world! 

Since steel in some form touches your life every 
day, we think you'll be interested in what U. S 
Steel is doing to keep steel the cheapest of all 
common metals. 


| 
| 
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To make steel cheaper to use, U. S. Steel supplies it in hun 
dreds of convenient forms, to thousands of individual plant 
which process, fabricate and assemble steel products for sale 
However, even in a product that is mostly steel, the cost oi 
the steel is one of the smallest factors. An unusual order for 
steel was this plate mill roll, the world’s largest, forged and 
machined at a U. S. Steel plant. 


blast furnaces in the Monongahela Valley. In the face of 
mounting costs of new equipment and inadequate deprecia 
tion allowances, we have spent three and one-half billion 
dollars on improved facilities since 1945. Modernization 
programs in the Pittsburgh and Chicago districts, and in the 
West, will soan increase capacity over two million ingot tons 


Watch the United States Steel Hour on television. See your local newspapers for time and station. 


(iss) United States Steel 
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